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ABSTRACT 
 
Studies on internationalisation of decisions and how organisations make these decisions 
have been more prevalent in literature in the last decade. Most studies have explained how 
pull and push factors assist both services and manufacturing cross-border organisations in 
their decision processes, but few have recognised the ever-changing trend of these factors, 
which means that certain factors that were critical in the past cease to be the most critical in 
such decisions today. It is important to recognise this aspect, especially in the fast-changing 
global business environment that organisations now operate in. This study recognises that 
factor and makes recommendations based on empirical findings. Using the mixed 
methodology, the study collates the responses of 38 internationalisation managers of South 
African international service organisations and statistically analyses them. The findings 
show that certain factors that were never that critical have assumed paramount importance 
in internationalisation thought processes, while some factors remain important in such 
decisions. 
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CHAPTER 1 
INTRODUCTION 
 
It is conceivable that foreign direct investment (FDI) decisions require that investment 
managers carefully consider FDI determinants and relevant entry modes that are attracting 
them to particular destinations or host countries (Laufs & Schwens, 2014). Foreign 
investment strategies are financial decisions taken by financial managers in order to grow 
shareholders’ value outside their domestic markets. When organisations do well in their 
domestic markets or are simply faced with competition in their current markets, or saturated 
markets, there is tendency by top management to look to enter foreign markets and expand 
their total markets and thereby create new value. An analysis of South African companies 
with global FDI’s will demonstrate that SABMiller has arguably been the most successful 
brand with regards to cross-border expansion. However, not all South Africa outward FDI 
have resulted in success stories. For example, in June 2015, Nestle South Africa, as 
reported in Mail & Guardian, announced that it was experiencing slower growth of the 
continent’s middle class, and that the organisation had realised that the middle class in the 
region was extremely small and not really growing. In particular, Kenya and Nigeria 
represented tough markets that South African organisations failed to crack as anticipated, 
mainly because of the way the markets form solid loyalties to existing brands (Kiruga, 2016). 
In Kenya, SABMiller was forced to sell its Castle brand to its competitor East African 
Breweries Limited after realising that it would not win the beer war it started by entering the 
market. The report commented that coupled with the failure of brands such as Nu 
Metro, Telkom SA and Metro Cash & Carry, South African companies had reason to have 
headaches over East Africa.  
 
In order to create value in new markets, most organisations adopt internationalisation 
strategies that speak to entry modes that are specific and relevant to the markets they are 
attracted to. An entry mode choice is an outcome of an internationalisation strategy that 
determines the organisation’s amount of resources that it will commit to the foreign market 
(Hill, Hwang & Kim, 1990). That is to say, some internationalisation strategies lead to entry 
modes that require large amounts of resources to be put down all at once while others allow 
incremental commitment that is shared among the alliances. Entry modes include indirect 
and direct exports. Indirect exporting entails indirect contact with its end consumers. An 
example of this would be the service provided by export agents, or export management 
organisations. In indirect exports, organisations will use an export agent who resides in the 
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country of the exporting organisation. The purpose of the export agent will be to locate 
potential customers and engage in negotiating contracts and purchase terms. In some 
instances, organisations simply engage an import/export broker that basically provides 
assistance and concludes transactions on behalf of the selling organisation. Another indirect 
entry mode would be to engage an export management organisation that acts as an 
intermediary specialising in that product the exporting organisation intends to export, or that 
knows the intended host country or region very well. Such brokers normally handle export 
activities of various other organisations. A variation of this entry mode would be services 
offered by an export trader that is also an intermediary providing similar services to those of 
an export management company but operating on a demand-driven basis (Holtbrugge & 
Baron, 2013).  
 
Because of her dominance on the African continent, despite the failures of some companies, 
South Africa is still poised to remain the spring board for many organisations wishing to 
invest into the rest of Africa. South African organisations wishing to internationalise are 
constantly grappling with conceptualising what the effect would be on the home equity; how 
investors would process such a move as well as learning from past failures and success 
stories. According to Luiz and Stephan (2009), the main reasons for deciding to expand into 
the rest of Africa by South African organisations are market and profit growth due to 
saturation in their existing markets, as well as risk diversification. Recent events have seen 
organisations like MTN and the FirstRand banking group establishing successful footprints 
in the north of Africa, indicating that these organisations are following a carefully crafted 
internationalisation strategy, well informed by lessons of the past. This research therefore 
looks at the factors or determinants behind such successful internationalisation strategies in 
other parts of Africa, with a specific focus on the service industry of South Africa. 
 
1.1  THE THEORY OF INTERNATIONALISATION STRATEGY 
 
The theory of internationalisation strategy is grounded in the classical theories of 
internationalisation, notably the Ownership, Location and Internalisation (OLI) framework by 
Dunning (2000), which provides an ownership, location and internalisation advantage-based 
approach to analyse why, where and how cross-border organisations (CBOs) would invest 
abroad. The internationalisation strategy theory itself borrows from some work by Buckley 
(2016) which explains the concept of ownership advantage that states that in order to 
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compete with organisations in the host country, CBOs should have organisation-specific 
advantages like superior technology, brand name, managerial skills and scale economies. 
 
According to the contemporary theories of what embodies internationalisation strategy - or 
what the determinants of a successful its internationalisation strategy are - success in 
internationalisation is now grounded in sustainable competitive advantages, taking 
advantage of imperfect competition and knowledge capital (Jadhav & Katti, 2012). Lee and 
Zhong (2015) state that its internationalisation strategy determinants are factors that are 
socio-economic, business environment related, legal framework structure of the host 
country, macro-economic and country governance. The successful strategy leads to 
competitive advantages that reside in intangible assets such as brand equity, patents, 
human capital and trademarks. These assets have provided CBOs with organisation-
specific advantages (OSAs), enabling them to perform competitively in their host markets. 
Established research in internationalisation theory has attributed this success to OSAs as 
well as country-specific advantages (CSAs) (Rugman & Verbeke, 2008). Beamish and 
Lupton (2016) assert that this is evident when one considers organisations that are triggering 
the phenomenon, focusing on the parent organisations’ competitive advantages and 
attracting host countries. This however does not explain strategies that organisations 
consider when making outward FDI decisions. The question becomes more important when 
South Africa continues to experience organisations engaging in African cross-border 
investments, despite the failures of a number of them.  
 
A CBO is faced with a number of requirements in order to craft a successful 
internationalisation strategy. For example, Anderson and Gatignon (1986) state that the 
CBO requires alignment of its organisational structure to an appropriate internationalisation 
strategy; Pan and Tse (2000) argue that exporting, contractual agreements (e.g., licensing), 
joint venturing, acquiring an existing company, and establishing a wholly-owned greenfield 
investment are outcomes of a carefully planned internationalisation strategy. According to 
Hill et al. (1990), the internationalisation strategy choice that a CBO makes determines the 
level of resource commitment, internalised risk tolerance and control over its activities in the 
foreign market. This means an internationalisation strategy that proves to be unsuitable can 
be very costly to the CBO. 
Despite many acknowledged African challenges such as small market sizes, political 
interference and poor infrastructure, Africa will have the fastest growing economies in the 
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world in the next five years because of its attractive demographics and its bountiful 
resources (Moyo, 2013). According to Chakrabarti and Ghosh (2014), over the last decade 
there has been a gradual but marked shift in FDI funding for Africa from the traditional 
western developed countries to the BRICs nations. It is hardly argued that any increase in 
FDI is welcomed by Africa, as it helps boost economic growth and development.  
 
Chakrabarti and Ghosh (2014) state that Africa is an awakening giant economy as 
evidenced by the following statistics: The collective GDP of the African countries is 
estimated to reach US $2.6.trillion by 2020; Consumer spending is on the rise with Sub-
Saharan Africa’s consumers projected to generate up to $1.4 trillion by 2020; Urban food 
markets are set to increase fourfold to exceed US$ 400 billion by 2030, requiring major 
agribusiness, investments in processing, logistics, market infrastructure and retail networks; 
Africa is estimated to be home to 30 per cent of the world’s mineral reserves, and an even 
higher proportion of deposits of gold, platinum, diamonds and manganese; the African 
economy has been resilient to the global economic downturn of 2009. With such impressive 
facts and figures, it is but natural that western countries, including India and China - the two 
Asian giants - have come up with a clearly articulated investment strategy for the continent. 
 
1.2  BACKGROUND OF THE STUDY 
1.2.1 The practical challenge 
 
Internationalisation into Africa is a practical challenge facing many organisations in South 
Africa. Organisations are seeking a robust model that will assist them in choosing the 
country to enter as well as the entry mode strategy to avoid costly failures. Acquisitions, 
alliances and green-field are some of the entry modes that these organisations have at their 
disposal. ABC Company Research (Pty) Ltd (“ABC Company”), is an organisation focused 
on business   internationalisation strategies and assists companies in internationalisation 
decision making and strategies. It is a management-consulting organisation that has its roots 
in South Africa, having commenced business in 1998 in South Africa. The company also 
has offices in Australia and the United States of America. They currently provide consulting 
services on productivity enhancement, cost management and quality improvement. The 
company serves diverse clients, which include public enterprises, financial services 
institutions, telecommunications operators and healthcare companies (ABC Company, 
2013). 
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ABC Company managers experience a business dilemma since they cannot begin 
expanding into the rest of Africa before fully understanding the determinants of a successful 
internationalisation strategy. Their understanding needs to identify appropriate determinants 
of FDIs for a service organisation. The organisation also needs to then align its chosen 
strategies with such determinants and attest this information against its own risk tolerance, 
an event which may cost time and potentially the opportunity to break into Africa. 
 
1.2.2 Conceptualisation of the challenge 
 
For service organisations, entering foreign developed markets, it is conceptually different 
from entering developing markets in terms of factors that determine strategies to use. These 
factors become the determinants for a particular internationalisation strategy (Jadhav & 
Katti, 2012). Determinants for internationalisation strategies by service organisations into 
Africa may indeed be viewed as different from those into developed markets due to the 
different dynamics involved in these environments. Furthermore, challenges faced by a 
service organisation are different to those faced by a manufacturing firm. According to Von 
Nordenflycht (2010), a service organisation or a service cross-border organisation is one 
that is reliant on a workforce with substantial expertise, knowledge-intensive or knowledge-
based organisations. Such a composition makes service cross-border organisations less 
reliant on physical processes and procedures of producing their products or services. 
Service cross-border organisations continue to internationalise in the absence of significant 
resources and capabilities required for successful internationalisation (Boehe, 2015). 
 
Service cross-border organisations from emerging economies seeking markets in both other 
developing and developed markets have grown in numbers over the last few decades 
(Yamakawa, Khavul, Peng & Deeds, 2013), however, literature on their internationalisation 
strategies remain sparse, mainly because of the absence of officially recorded data in that 
respect (Castellacci, 2010). Successful internationalisation requires that the 
internationalisation strategy and the entry mode be properly aligned to minimise the risk of 
failure. Hitt, Li and Xu (2016) found that in order to survive and thrive, such cross-border 
organisations (CBOs) have to adapt fast to increasing dynamics. Satta, Parola and Persico 
(2014) found that these organisations must base their strategies on pace and diversification. 
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Extant research in service cross-border organisation internationalisation strategy highlights 
gaps in understanding, such as lack of consensus among researchers for the appropriate 
strategy to be followed by a service cross-border organisation (Parada, Alemany & 
Planellas, 2009). The authors contend that the problem is further compounded by the fluidity 
of diverse performance outcomes of internationalisation strategies by service cross-border 
organisations and the absence of cost economics criteria of service cross-border 
organisation endeavours. There is agreement among researchers on composite 
classification of the determinants of internationalisation strategies into push factors (home 
country factors that cause the service cross-border organisation to consider new foreign 
markets) and pull factors (host country factors that attract service cross-border 
organisations). Much of this work has centred on Asia, specifically China’s strategic 
determinants of its FDI into Africa.  
 
Admittedly, while there may be similarities between China as an emerging economy with 
South Africa, structural differences remain, such as the pace of economic development, the 
massive Chinese budget surplus and foreign reserves when compared to South Africa’s, 
and policy differences between these economies. Little is known on how South African 
service cross-border organisations are strategically internationalising, and the relevant 
determinants they are considering. The purpose of this study therefore is to contribute to the 
relatively thin stream of research on internationalisation strategies by service cross-border 
organisations domiciled in emerging economies such as South Africa into Africa, looking 
specifically at the determinants for such strategies. 
 
1.3  RESEARCH PROBLEM 
 
This research therefore looks at the factors or determinants behind successful 
internationalisation strategies into other parts of Africa, with a specific focus on the service 
industry of South Africa. Whilst there is a growing literature on the internationalisation 
strategy determinants for service cross-border organisations into developing countries, 
(Cuervo-Cazurra & Genc, 2011), there is very little literature examining this phenomenon as 
it unfolds in South Africa and into the rest of Africa. Although Luiz (2012) illustrates that 
Africa already offers the highest return on FDI in the world with the result that FDI inflows 
more than tripled between 2001 and 2008, little is known on how South African service 
cross-border organisations are crafting their internationalisation strategies. This may be one 
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reason why some notable organisations, such as Woolworths, have failed in Nigeria. The 
aim of this study therefore is to understand the nature of internationalisation strategy 
determinants that South African service organisations consider when making such 
decisions, especially in the absence of OSA. 
 
ABC Company wants to expand its business on the African continent, however it does not 
know what approach or strategy to take, or what determinants to consider in its strategy 
decision, or if it is even plausible given the homogeneity of services offered by service 
organisations globally. According to Jadhav (2012), one organisation can be highly 
motivated by so many factors to undertake FDI and then come up with a winning 
internationalisation strategy that is different from previous winning strategies; hence there is 
no theory on internationalisation strategy that can fully explain the success of cross-border 
operations. The writer explains that factors such as market size, trade openness, natural 
resources macroeconomic stability (inflation rate), political stability/no violence, government 
effectiveness, regulatory quality, control of corruption, voice and accountability and rule of 
law form country-specific advantages that generate the potential to inform service cross-
border organisations of potentially successful internationalisation strategies. Country-
specific advantages point to the need for host countries to ensure that the investment 
environment is stable and conducive to attract FDI (Gwenhamo, 2011).  
 
Groh and Wich (2009) argue that factors such as socio-economic activity, legal and political 
systems, business environment, physical infrastructure and country governance attract 
foreign direct investment to particular countries. These factors create an interaction that 
provides a detailed strength and weakness analysis – a form of internationalisation strategy 
- for the attractiveness of the host countries (Jadhav, 2012; Amendolagine, Boly, Coniglio, 
Prota & Seric, 2013; Akpan, Isihak & Asongu, 2014). Jadhav (2009) finds that physical 
infrastructure problems, financing constraints and institutional framework challenges may 
discourage FDI, but may be used to create successful internationalisation strategies, should 
the host country remain attractive to the service cross-border organisation. Bartels, 
Napolitano and Tissi (2014) conclude that political-economic stability is one of the most 
important factors of internationalisation strategies into Africa. Akpan et al. (2014) find that 
market size, infrastructure availability and the opening up of trade play the most significant 
roles in shaping internationalisation strategies, and not natural resources. Their findings 
were inconsistent with past research that noted that the endowment of natural resources in 
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Africa is her major attraction. Okafor’s (2014) findings indicate that USA internationalisation 
strategies into Africa are shaped by the availability of crude oil and natural gas, infrastructure 
development, market size and completion rates in primary education.  
 
In much of the extant literature, researchers have clearly explained the determinants of FDI, 
but have not explained, let alone aligned factors and the internationalisation strategies and 
the corresponding modes. Furthermore, little work has been done on South African service 
cross-border organisations in this regard (Luiz, 2012). The purpose of this research 
therefore becomes to understand the determinants or factors of internationalisation 
strategies by service cross-border organisations domiciled in Africa engaging in FDI aimed 
at Africa. The continued internationalisation by South African service cross-border 
organisations requires that one looks elsewhere for the organisational impetus to 
internationalise by these service organisations. Determinants of their internationalisation 
strategies and the corresponding entry modes become natural places to begin the 
investigation. The research problem therefore becomes: Slow growth and development of 
South African CBO internationalization ventures due to complexities in determinants of 
decision making that inform the choice of internationalisation strategy. 
 
Research Question: What are the determinants of successful internationalisation 
strategies that are specific to service organisations in South Africa and their corresponding 
modes of entry into African markets?  
 
How the South African service cross-border organisations consider these determinants to 
come up with a strategy have remained a closely guarded corporate secret. However, what 
we see are only the results of their internationalisation strategies, leading to the following 
research objectives of the current study. 
 
1.3.1 Research Objectives  
1.3.1.1 Primary Research Objective 
1.3.1.1.1 The research seeks to unfold and unearth the critical determinants of successful 
internationalisation strategies tied to service sector organisations in South Africa 
 
1.3.1.2 Secondary Research Objectives 
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1.3.1.2.1 To explore various case studies on cross-border service sector organisations 
success stories on internationalisation strategies in order to derive critical lessons, 
success and fail factors 
1.3.1.2.2 To provide insights into the development and improvement of cross-border 
service sector organisations internationalisation strategies  
 
 
1.3.2 Research sub-questions 
 
The sub questions of the research are stated as follows:  
1) What are the relevant pull determinants of internationalisation strategy? 
2) What are the relevant push determinants of an internationalisation strategy? 
3) How are these determinants specific to South African organisations? 
 
1.3.3 Theoretical and Practical Significance  
 
This study is designed to contribute to the work done on internationalisation strategies 
adopted by South African CBOs. A host of literature on internationalisation strategies have 
been covered within either the developed world multi-national enterprises flow or Chinese 
flow of investments into Africa. A few studies have focussed specifically on South African 
organisations into Africa. To focus on South Africa is of paramount importance given that 
the country has an economic hegemony on the continent and is steadily being considered 
as an investment gateway to Africa (Luiz & Charambous, 2009).  
 
The study shall provide country-based strategy guidelines and entry modes which will assist 
internationalisation managers within the service sector in making destination decisions for 
internationalisation strategies. In doing so, the study will evaluate the relevant factors 
identified in literature as determinants of internationalisation strategies for investment 
decisions into Africa, keeping the focus on service organisations.  
 
The study is of interest to internationalising managers of service organisations who manage 
crossborder businesses as well as other managers who are confronted with 
internationalisation decisions. With global acquisitions and buyouts of CBOs today, it is 
imperative that managers understand the driving determinants for internationalisation 
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decisions (Deng, 2012). Managing cross-border business partnerships is not only 
associated with unique tasks and challenges, but also has different performance 
implications (Wang & Rajagopalan, 2015). This means that a cross-border business 
manager has to be aware of the dynamics that shape their interantionalisation decisions 
within and outside borders. It is therefore conceivable that other South African organisations 
crafting internationalisation strategies could be instructed by the approach applied in this 
study to make better informed decisions about investment destinations, entry modes and 
strategies.  
 
1.4  RESEARCH METHODOLOGY 
1.4.1 Research Strategy 
 
This research is an inductive study. Reddy (2016) states that in an inductive study, rather 
than use established theories to develop suppositions, has an ‘open ended question’ that 
requires observation of ‘cases’ to arrive inductively at answers or propositions. In the current 
research, the researcher is required to ‘experience’ the success and failed cases of South 
African service cross-border organisations in their attempt to expand into the rest of Africa. 
The ‘experiencing’ was accomplished through face-to-face interviews on a one-on-one basis 
with the internationalisation managers of CBOs who gave their accounts of their investment 
journey into Africa. The researcher also used the survey technique to gather data, which 
was statistically analysed in order to provide a richer understanding of what was reflected in 
face-to-face interviews. 
 
1.4.2 Research Design 
 
This research employed a mixed methods research design in which data from a sample of 
15 South African organisations in the service sector were collected through face-to-face 
interviews as well as an email based survey technique which made the use of a 
questionnaire distributed electronically to managers of service firms that had ventured into 
internationalisation. In mixed methods research, both quantitative and qualitative research 
methodologies are combined in a research design (Cooper & Schindler, 2008). Breunig, 
Kvalshaugen and Hydl (2014) state that in studying internationalisation theory, it is helpful 
to conduct some interviews in addition to document and report studies. Therefore, the design 
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included both face-to-face interviews and survey data. During the analysis stage, the results 
were analysed in light of documented and reported studies from industry reports. 
 
1.4.3 Sampling and Data collection 
 
The basic quantitative data collection method used was the survey technique of a sample 
of 15 CBOs from the South African service sector. Because the researcher was aware of 
which respondents to target, convenience sampling was chosen. Questionnaires sent out 
helped to gather the quantitative aspects of the study. Qualitative and other quantitative data 
were collected through face-to-face interviews through the use of a structured interview 
guide, during these interviews, the research participants also managed to share blue print 
strategy documents which were however not reproducible and are unavailable to the public 
domain. However a lot of inferences were drawn from the strategy documents and helped 
inform the findings of the study both quantitatively and qualitatively. The one on one 
interviews also brought about the revelations on service sector organizations cost benefit 
analysis with real-time percentage figures being shared with the researcher, however such 
information as stated above is highly confidential. The researcher conducted 15 interviews 
with a total of 15 internationalisation managers from South African CBOs which included 3 
business managers, 5 marketing managers, 2 research managers, 2 sales experts, and 3 
strategists all of which have been directly involved in decision making for their organizations 
choice of internationalization strategy. In all the findings from face to face interviews, it was 
deduced that as part of an organizations choice of strategy, basic economic principles and 
models were applied across all service sector organizations under study 
 
 
 
 
 
1.4.4 Data analysis and Findings 
 
Quantitative data analysis was done using the statistical package SPSS v.23. Quantitative 
data were subjected to coding and inferential statistics for results to be drawn. Qualitative 
data were subjected to transcribing for meaningful themes to be assessed and results are 
reported in Chapter 4. This allowed the researcher to triangulate results, thereby creating 
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credibility of the findings and recommendations in accordance with the research questions. 
Results were analysed together with information obtained from industry reports and 
commented on where necessary. 
 
1.4.5 Assumptions 
 
In undertaking this research, a number of assumptions were made in order for the questions 
to be answered, and these were: 
i. Investment decisions that internationalisation service managers take are rational and 
consider the concerns of the business, 
ii. Country selection and investment strategy are influenced by FDI determinants as specific 
to service organisations.  
 
1.4.6 Limitations  
 
The time available for this research was limited; accordingly, a cross sectional research 
design was employed. This limitation, however, does not restrict the validity of the findings 
of the research. The availability of time also restricted the sample sizes that the researcher 
was able to analyse. In this study, a convenience sampling technique was applied. Reasons 
for choosing this technique are presented in Chapter 3, the Methodology Chapter. 
 
Additional to the time constraints, access to information emerged as one of the greatest 
limitations coupled with the confidentiality nature of the information. Indeed the information 
relating to CBO’s choice of internationalization strategies and key determinants to that is 
available but cannot be shared with the public for ethical reasons and CBO’s risk aversion 
strategy. This research required internal-company information for CBOs in order to develop 
a good understanding of the research problem. This information is confidential; as such 
access to this information was a limitation on the project.  
Further to access is the availability of literature, the researcher avers that there is very little 
literature examining CBO’s internationalization strategies and models as it unfolds in South 
Africa and into the rest of Africa 
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1.4.7 Scope 
 
The scope embodies a response that answers the internationalisation dilemma using 
empirical data. In creating the response to the research questions, the researcher 
considered factual information from service organisations that would aid only in coming up 
with the response to the so-called ‘international diversification puzzle’ or ‘home bias puzzle’ 
(Berrill & Kearney, 2010). The investment strategies presented in this study therefore may 
be used by other service internationalisation managers who are keen on engaging in FDI 
transactions. The study recommends a solution towards internationalisation investments 
decision by service organisations. 
 
It is therefore apparent from the information gathered in this chapter that FDI determinants 
and relevant entry modes inform decisions for an organization to choose a particular 
internationalization strategy. There is a difference to choice of strategy and critical 
determinants for internationalization strategies as seen among service sector organizations 
and manufacturing organizations. Strategies for both industries are influenced by the nature 
of the economy which is either a developed or developing economy. Financial and top level 
management consider these factors beforehand which in turn determine the organizations 
mode of entry if they choose to. 
Most CBO’s consider local and foreign factors which may influence them to take up certain 
internationalization strategies. It can also be concluded that organizations decide to venture 
into foreign markets due to overwhelming local performance, local market saturation as well 
as local market competition. 
In conclusion, the researcher avers that organizations choice of internationalisation strategy 
and mode of entry is mainly determined by the risk analysis findings conducted during the 
pre-investment phase.   
 
These and other assertions will be outlined in the preceding chapters of the study. All studies 
based on empiricism are grounded in theory which attempts to examine and explains why 
certain phenomena occurs in certain ways. This is explained in chapter 2 of the study which 
focuses mainly on theoretical framework and review of corresponding literature which 
speaks to the subject matter. This careful analysis of literature and concepts helps the 
researcher to develop critical questions to problems identified thus enabling the researcher 
to carefully craft and design methods which will facilitate the gathering, interpretation and 
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presentation of findings from key investigations of the study. This is demonstrated in Chapter 
3 of the study which focuses on research methodology. 
A methodological and scientific presentation of the information gathered is carefully crafted 
and designed under section 4 of the study which focuses on results and key findings which 
are presented systematically and schematically.  
The final chapter of the study predominantly focuses on a definitive analysis of data and 
draws inferences and conclusions which basically respond to the research problem, 
research questions and objectives. 
 
The study was done systematically and is presented in chapters that relate to each other in 
the explanation of phenomena. Chapter 2 reviews literature and theory which is an important 
aspect to consider in the examination and explanation of phenomena as this guides the 
researcher to better understand how and why certain internationalization decisions and 
strategies are taken ahead of others.  
Chapter 3 gives a detailed description of how the study was conducted and presented, 
focusing on both qualitative and quantitative methods to gather facts and information for an 
inductive study.  
Chapter 4 of the study presents the findings of the study through both qualitative and 
quantitative models. This chapter is the core of the study as it presents what the research 
sought to address in their thesis. 
Chapter 5 of the study discusses the findings before drawing any conclusions and 
recommendations in chapter 6.    
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CHAPTER 2 
LITERATURE REVIEW 
 
2.1  INTRODUCTION 
 
ABC Company management wishes to establish the determinants of a successful 
internationalisation strategy into Africa. This means that the organisation seeks to invest 
further into Africa, but would like to do so after making well-informed decisions with regard 
to an internationalisation strategy. In order to understand the determinants of a successful 
internationalisation strategy, the student presents in this chapter a review of the theories on 
the determinants of internationalisation strategy in respect of foreign direct investment into 
Africa. Since ABC Company is a service organisation domiciled in South Africa, a discussion 
of the internationalisation of South African service organisations is presented within the 
realm of known literature. This is compared to internationalisation of manufacturing 
organisations in order to find out if there are any determinants unique to service 
organisations. Systematically the review identifies, critically evaluates and integrates 
findings of relevant, individual studies addressing one or more research questions. This type 
of literature review scopes, plans, identifies screens and marks for eligibility journal articles 
to be included in the review (Cooper, Schindler & Sun, 2003).  
 
The scope of this review is confined then to looking specifically at the classic 
internationalisation theories, determinants of internationalisation strategies by CBOs and 
their entry modes. Foraging experiences of the South African organisations into other parts 
of Africa are also discussed. The scope of the literature review was limited to published 
academic articles obtained from various electronic databases as well as a number of 
industry periodicals that assisted in telling the ‘African story’ in as far as South African 
experiences into Africa are concerned. 
 
2.2  THEORETICAL FRAMEWORK  
2.2.1 Internationalisation theories 
 
Literature reveals that the determinants of internationalisation strategies by CBOs and their 
corresponding modes of entry have their roots in the classical theories of internationalisation 
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by Dunning (1973), Johanson and Vahlne (1977) and Ekeledo and Sivakumar (1998). This 
section therefore discusses these theories and their relevance to the current study. In their 
internationalisation decisions, CBOs are faced with a number of options that include mergers 
and acquisitions, and alliances and partnerships, indicating that internationalisation is a 
process of involvement, which sometimes flows within incremental commitment and other 
times does not, depending on all considered determinants (Figueira-de-Lamos & Hadjikhani, 
2014). 
 
2.2.2 The Uppsala Internationalisation/ Experiential learning model 
 
CBOs crafting internationalisation strategies to enter host countries consider a variety of 
determinants that make up their ultimate strategies. The chosen strategy depends on the 
organisational knowledge the company has accumulated through its prior dealings with its 
customers. The Uppsala Internationalisation model by Johanson and Vahlne (1977) argues 
that the incremental acquisition, integration and use of organisational knowledge gained 
through experiential learning on foreign markets is envisaged to lead to fairly successful 
internationalisation strategies. This means that as the organisation acquires knowledge 
about the foreign market, it alters the way it engages with that market, a process which may 
lead to establishment of subsidiaries within the host country. The writers aver that 
internationalisation is a consequence of incremental changes to changing conditions of the 
organisation and the way it operates abroad. For example, service cross-border 
organisations would start by testing the market through sales channels like agent sales, 
where their brand names are used to build customer loyalty until, when sufficient knowledge 
has been amassed, it decides to establish a subsidiary in the host country.  
 
The Uppsala internationalisation learning model by Johanson and Vahlne (1977) is 
presented in Figure 2.1. The model is based on four core concepts: market knowledge, 
market commitment, commitment decisions and current activities where the two state 
aspects are given as resource commitment to foreign markets and knowledge on the foreign 
markets the CBO has acquired. The change aspects are decisions to commit resources and 
the performance of current business activities. 
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Figure 2 .1: The Internationalisation-State and Change Aspects (Source: Johanson & Vahlne, 1977) 
 
Daszkiewicz and Wach (2014) is of the opinion that the Uppsala theory argues for little risk 
taking in entering the host country, and then committing more resource to the market later. 
According to the writers, the market commitment is a function of the organisation’s 
propensity to risk tolerance. This means that when the CBO finally decides to engage in 
outright FDI, they are happy with the knowledge of the host country they would have 
acquired with regard to the opportunities in the market. This also means that where an 
organisation gradually increases its level of market commitment, the perceived risk gradually 
diminishes. This is possible, as the level of market commitment is a function of the increased 
accessibility to information the organisation has about that market. If the degree of 
commitment is higher, more of the resources in question are integrated with other parts of 
the organisation and their value is derived from these integrated activities (Johanson & 
Vahlne, 1990).  
 
The role of the individual employee is emphasised in the Uppsala Internationalisation Model 
(UIM). The individual is the acquirer of the market-specific knowledge. Research on 
organisational learning has since established that organisational learning is dependent on 
the individual’s ability to acquire market knowledge. For instance, it has been pointed out in 
literature that, through their business relationships, employees gain knowledge of other 
organisations. The ability of an individual employee to network plays a critical role; the ability 
to acquire knowledge and use it for the benefit of the CBO therefore becomes an important 
determinant to internationalisation strategy. According to the UIM, other critical determinants 
to internationalisation strategy become foreign market knowledge (however acquired) and 
the degree to market commitment brought about by the passage of time.  
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2.2.3 The Eclectic framework 
 
It is argued that the most dominant theory of internationalisation is the Eclectic framework 
(EF) of 2000 by Dunning. According to Dunning (2000), the EF proposes that the extent, 
geography and industrial composition of productivity undertaken by CBOs is determined by 
the interaction of three variables, namely owner-specific competitive advantages (O) of the 
CBO, locational attractions (L) of alternative host countries and internalisation factor (I). 
These factors attempt to explain why organisations choose to engage in physical FDI rather 
than simply licensing host organisations. In other words, a careful examination of the 
interaction of these variables assists a CBO in crafting a winning internationalisation 
strategy. 
 
Explaining the growth of foreign foraging by CBOs, the EF states that through the economic 
and business theory, the growth of internationalisation is dependent on the CBO possessing 
a unique and sustainable competitive advantage relative to that possessed by its foreign 
competitors; the owner-specific competitive advantages. This means that a CBO’s 
internationalisation strategy needs to be cognisant of owner-specific capabilities that the 
CBO uses competitively in its markets. These advantages include competences to interact 
well with their own subsidiaries so as to increase the opportunities for learning and 
technological knowledge-sourcing (Wu, Wang, Hong, Piperopoulos & Zhuo, 2016). These 
kinds of advantages may be as a result of the possession and exploitation of monopolistic 
power, or possession of scarce capabilities, unique and sustainable resources, which sets 
an organisation superiorly apart relative to its competitors. An internationalisation strategy 
that embodies owner-specific advantages reduces the risk of failure and at the same time 
increase FDI project control. 
 
In view of the decision facing the internationalisation managers, there is therefore a need to 
explore the types of ownership advantages that a particular service cross-border 
organisation possesses before settling on a particular internationalisation strategy. 
Conceptually, it is believed that the interplay between owner-specific advantages and the 
factors obtained in the host country will contribute towards an acceptable internationalisation 
strategy as well as the mode of entry. 
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Dunning refers to the second determinant as locational advantages of countries. Locational 
advantages are pull factors that attract CBOs to a particular host country and need to be 
considered in internationalisation strategy. The author argues that in order to take advantage 
of locations in internationalisation strategies, organisations need to consider the presence 
and cost of traditional factor endowments, of transport costs, of current demand levels and 
patterns, of distance-related transaction costs, of dynamic externalities, knowledge 
accumulation, and of interactive learning. Buckley and Clegg (2016) argue that subsidiaries 
may help CBOs access a unique set of locational advantages emanating from particular 
host countries. There is empirical literature supporting the fact that location advantages are 
magnified when institutional frameworks within which CBOs have set up operations are 
considered to be superior to domestic frameworks (Buckley & Clegg, 2016).  
 
The third determinant of Dunning’s internationalisation strategy is the internalisation factor. 
This responds to the dilemma faced by CBOs managers when they have the appropriate 
mix of owner-specific and location advantages – whether to produce on their own or sell the 
license to produce to an indigenous organisation. Internalisation theory avers that as long 
as the transaction costs of using external markets exceed those of using internal systems, 
it is beneficial for an organisation to engage in FDI (Berrill & Kearney, 2010). By internalising 
local technological and institutional strengths of the area in which they are located, 
subsidiaries can develop their innovative capabilities and thus become contributors of 
valuable knowledge outflows to the parent, as well as to other subsidiaries within the 
internationalised organisation’s network (Michailova & Mustaffa, 2012). However, the 
ultimate internationalisation strategy requires that an organisation finds a dextral balance 
between minimising short-run transaction costs and maximising both short-run and long-run 
productive efficiency, accessing new markets and optimising the benefits of value creation 
(Dunning, 2000). 
 
2.2.4 The Contingency Framework 
 
The third and final theory guiding this study is the contingency framework (CF). Ekeledo and 
Sivakumar (1998) state that the CF theory attempts to reconcile two schools of thought that 
state that manufacturing organisations’ entry mode findings are generalisable to service 
organisations and another school of thought stating that they are not. Their model 
contributes to a better understanding of the conceptual aspects of internationalisation of 
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services by (1) identifying an international service classification scheme that aids selection 
and analysis of foreign entry mode, (2) identifying situations in which transfer of experience 
from goods to services may or may not be appropriate, and (3) highlighting the differences 
between types of internationally traded services.  
 
According to Verbeke and Kano (2016), the first two internationalisation theories are more 
relevant for a manufacturing organisation. However, for a service organisation like ABC 
Company, the modalities might be slightly different. At the same time services and goods 
may be difficult to separate. This is so, as many goods have a significant service component 
and many services have a significant goods component. The researcher therefore clarifies 
the definition of a ‘service’ by which this study is guided. It would be the definition by 
Parasuraman and Berry (1991) where the authors state that a service is a product whose 
source of core benefit is intangible. By this definition, then for example, serving a customer 
a burger by McDonalds restaurant would be a service, not a good. 
 
The CF views product classification as an important contingency factor influencing 
internationalisation strategy. The importance of doing so is because such subcategories of 
a product are likely to influence not only internationalisation strategies but also entry mode 
strategies. Figure 2.2 below is the internationalisation strategic entry model for service 
organisations. 
 
 
Figure 2.2: Model of Foreign Market Entry Mode Strategies for Service Organisations (Source: Ekeledo 
and Sivakumar, 1998) 
 
Ekeledo and Sivakumar (1998) define a hard service, for example, life insurance or 
education, as that which permits separation of production from consumption. Therefore, 
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internationalisation strategic entry modes that facilitate tradability of hard services are those 
that do not require movement of producer to consumer for consumption even though the 
service has both a manufactured goods component and a service component. Examples of 
such modes include exporting. The goods component of a hard service is incidental to the 
service; the goods element often serves as a vehicle for transmission of that service delivery. 
In contrast, a soft service, for example, food service, requires simultaneity of production and 
consumption and its internationalisation strategies require that the CBO be physically 
present in the host country. It is due to this hard/soft service classification that the authors 
disagree with the earlier school of thought that generalise modes of entry for both goods 
and services.  
 
Castellacci (2010) argues that the industry-specific context (i.e. goods or service) has an 
important effect on organisations’ internationalisation strategy since it contributes to the 
CBOs propensity to compete in host country as well as their capability to do so, talking to 
what extent the CBO can do that. The author finds that innovative capability as a determinant 
of the internationalisation strategy of CBOs matters for their international performance. 
Further, the various internationalisation strategies seem to complement, rather than 
substitute, strategies to compete in the host countries. Also, it is a finding by Catellacci 
(2010) that both domestic and host sectorial characteristics are critical determinants of 
internationalisation strategies affecting the performance of CBOs.  
 
According to the CF model by Ekeledo and Sivakumar (1998), soft services must utilise FDI 
modes such as sole ownership, joint venture, franchising, or management contract for 
foreign market entry in order for the CBO to compete effectively in the host country. For 
example, in the case of a hoteling CBO, the service cannot be exported but requires that 
the hotel ‘sets up shop’ in the host country. This is because soft services are consumed at 
the same time as they are being produced. Such a move also protects its reputation as the 
hotel is able to manage the way the service is being produced and consumed at the source, 
and immediately correct any deviations. 
 
Boehe (2015) investigates how service CBOs can internationalise in the absence of 
significant resources and capabilities, since internalisation theory seem to dismiss the 
possibility of internationalisation without organisation-specific advantages (FSAs) or 
country-specific advantages (CSAs). The scholar argues that resource-scarce service 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
22 
 
CBOs choose internationalisation strategies that enable them to access intangible 
resources abroad, which are then used to develop FSAs in these organisations’ domestic 
market. For example, service cross-border organisations would engage in partnerships and 
alliances with host organisations in order to tap into the host market knowledge. This means 
that the CBO is able to blend the new knowledge with its existing capabilities and create 
FSA combinations from different locations resulting in different service FDI entry modes. By 
using the domestic market-seeking internationalisation strategy, organisations without 
significant CSAs or FSAs can internationalise if they obtain financial and intangible 
resources from their limited international presence first to strengthen their domestic market 
position.  
 
2.2.5 Other internationalisation theories 
 
Institution theory aids decision making in the internationalisation strategy dilemma. This 
theory is of particular importance to this study given that ABC Company managers are 
considering expanding into Africa where the status of institutional framework must be 
examined carefully. Africa generally faces institutional development challenges and 
experiences huge disparities in terms of regional FDI inflows, mainly because of a high 
degree of uncertainty as a result of political and macroeconomic instability, corruption and 
governance failures (Chakrabarti & Ghosh, 2013). Robust and sound legal and political 
institutions give confidence to investors. Wu, Wang, Hong, Piperopoulos and Zhuo (2016) 
state that institutional development in host countries is one of critical considerations in its 
internationalisation strategy choices. Their research also finds that although host-country 
institutional development enhances innovation, such effects are more pronounced for 
diversified CBOs with strong absorptive capacity. The distinctive characteristic of being 
knowledge-based places service cross-border organisations in better stead in this regard 
than manufacturing CBOs.  
 
CBOs have increasingly focused on ‘created assets’ including knowledge-based assets, 
infrastructure and institutions of the host economy (Narula & Dunning, 2000). Legal, political 
and administrative systems tend to be internationally immobile frameworks whose status 
and function determines the attractiveness of a location and hence informs the choice of a 
particular internationalisation strategy (Stoian & Filippaios, 2008). The writers aver that 
institutions affect the capacity of organisations to interact and therefore affect the relative 
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transaction and co-ordination cost of production and innovation. For example, institutions 
force the investing organisations to think strategically about how to deal with the limits 
imposed by domestic laws in an effort to reduce transactional and organisation-to-
organisation interactional costs. Outcomes of such decisions are reflected in the type of 
internationalisation strategy or entry modes chosen. 
 
It is necessary to draw inferences between the internationalisation theories and the theory 
of determinants of internationalisation strategies before the study progresses to examine the 
latter. It should be noted that internationalisation theories are broad and predominantly focus 
on push and pull factors as the fulcrum of decision making and strategy development, while 
the theory of determinants of internationalisation strategies is but qualified to feature in both 
push and pull factors as determinants for internationalisation strategies. The latter is quite 
narrow and focused on certain aspects while internationalisation theories are broad, general 
and vast.  
The latter focuses on strategies for modes of entry which is either through a fully-fledged 
establishment or export business, mergers and acquisitions, while the internationalisation 
theories attempt to explain the phenomena which leads to the choices and decisions leading 
to the choice of such entry modes. While the latter is more focused of profitability on a cost 
benefit analysis, the internationalisation theories focus on feasibility of such ventures.    
 
2.3  THE THEORY OF DETERMINANTS OF INTERNATIONALISATION STRATEGY 
 
Berrill and Kearney (2010) posit that globalisation of the world’s service sector has created 
cross-border exploratory opportunities for organisations to internationalise, enabling 
organisations to cross-border their activities across greater cultural distances. It is 
conceivable that when organisations choose an internationalisation strategy, they do so in 
an orderly step-by-step manner, informed by a portfolio of determinants designed to reduce 
risk. For example, their internationalisation strategy may begin with an export arrangement 
as they assess the performance of their product, before they fully commit resources in the 
host country. Such activities have led researchers to create theories about 
internationalisation strategy determinants that describe organisational behaviour in their 
quest to adequately cover all that must be covered in reaching a ‘go or do not go’ decision.  
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Literature on internationalisation strategy determinants records two schools of thought; the 
first school concerns itself about internationalisation strategy determinants or factors 
emanating from the host country (foreign determinants), while the other school concerns 
itself about home country determinants that CBOs consider in coming up with an 
internationalisation strategy (domestic determinants) (Fratzscher & Chudik, 2011). On one 
hand, the foreign determinants school of thought argues that pull factors of a host country 
include domestic growth potential, quality of institutions, trade openness and returns on 
domestic investment (Fratzscher & Chudik 2011). On the other hand, the domestic 
determinants school of thought argues that the main push factors are influences such as 
negative effect of global interest rates on domestic rate regime, low growth rate, high 
unemployment rates, excessive labour strikes and low foreign investor risk appetite. 
 
Researchers argue that internationalisation of service organisations does not necessarily 
follow the same route as that of manufacturing organisations (Villar, Pla-Barber & León-
Darder, 2012). Furthermore, literature on their internationalisation activities has been sparse 
mainly because of the absence of officially recorded data in that respect (Castellacci, 2010). 
Nevertheless, the South African economy has witnessed heightened internationalisation 
seeking by service organisations, now more than ever. This is due to increased diffusion of 
strong technological dynamics that characterises the provision of new services in many 
industries that has seen expanded scope for service internationalisation. The 
internationalisation strategy determinants considered by these service cross-border 
organisations are a combination of both pull and push factors. 
 
Castellacci (2010) investigates the relationships between the various internationalisation 
entry modes and a set of characteristics of a service organisation and concludes that; (1) 
the innovative capability of an enterprise, and (2), its capability to adopt multiple 
internationalisation entry modes were the most possible determinants of internationalisation 
strategy by service organisations. The author argues that sector-wide context has a direct 
influence on how the service organisation would shape its internationalisation activities and 
patterns as well as its propensity to compete internationally. For example, if there are 
industrial policies that encourage cross-border activities, then service organisations would 
engage in these activities supported by these policies; the absence of the same would 
reduce the propensity to do so. 
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Extant research argues that service cross-border organisations domiciled in emerging 
economies seek foreign market access mainly through mergers and acquisitions, (with 
renowned brands and R&D resources) (Luo & Tung, 2007; Yamakawa, Khavul, Peng & 
Deeds, 2013). For example, service cross-border organisations would conclude M&A or 
establish a new client relationship with renowned brands as a result of international network 
development in order to gain access to foreign strategic assets. According to Boehe (2015), 
such activities enable them to create FSA domestically that will give them a competitive 
edge in their FDI in host countries. In light of this argument, the possibility of mergers and 
acquisitions, alliances and partnership opportunities that are geared towards gaining access 
to unique foreign assets are internationalisation strategy determinants that service cross-
border organisations consider when crafting an entry strategy. 
 
Castallecci (2010) states that service organisations begin crafting their internationalisation 
strategy by choosing one or more of the following three entry modes, depending on their 
capabilities at the time of decision making. These entry modes are international sales, 
international co-operation and / or R&D collaborations. Results of the Castellecci study show 
that CBOs use entry modes as a precursor to full internationalisation. Full 
internationalisation is defined as the establishment of a physical presence in the host country 
by way of FDI (Castallecci, 2010). R&D resource seeking however was not confirmed as a 
strong FDI determinant by Castallecci (2010), who finds that its usage scope by service 
organisations is limited. The author also finds that service cross-border organisations, 
motivated mainly by two factors, to get access to foreign production and distribution 
networks and to search for advanced expertise, find geographical and cultural proximity still 
matter substantially for their internationalisation process.  
 
2.3.1 Pull determinants of internationalisation strategy 
 
The general theory of pull foreign determinants argues that for an organisation to engage in 
internationalisation strategy, there must be some lucrative factors that are pulling it to the 
host country. For example, there must be the need for resource-seeking; foreign-market-
seeking; and efficiency-seeking (Dunning, 1977, 1993). This means that if an organisation 
can find any or all of these three primary motivations in a host country, then its 
internationalisation strategy will be directed to that country. The complete 
internationalisation strategy considers other determinants termed push factors. Recently, 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
26 
 
researchers are inclined to believe that pull determinants are specific to the organisation 
making the outward FDI. For example, Chinese organisations seem to be investing in 
countries that do not fit the standard profile of host locations as a result of organisation-
specific pull determinants (Ramasamy, Yeung & Laforet, 2012). The authors contend that 
because of the existence of pull determinants such as tax havens in some countries, and 
short cultural distance for neighbouring territories like in Hong Kong, internationalisation 
strategies by Chinese organisations are taking these determinants into account. 
 
The resource-seeking determinant has been evident in the internationalisation strategies by 
Chinese organisations between 1992 and 2001, according to Buckley, Clegg, Cross and 
Zheng (2007). The authors explain that Chinese organisations seeking to secure natural 
resources in host countries have made significant FDI into Africa. Indeed Sandrey, Fundira, 
Vink, Jensen, Viljoen and Nyhodo (2013) argue that FDI into Africa by most emerging 
economies are in traditionally resource-rich primary sectors. It is however fathomable that 
the resource-seeking determinant may not be restricted to natural resources only, but may 
extend to knowledge and intellectual resources, especially where service organisations are 
concerned. Therefore, one of the questions this study sought to answer was whether South 
African internationalisation strategy by service organisations have a positive and significant 
relationship to South Africa’s services exported to those host countries?  
 
Another pull determinant, according to the traditional theory, is foreign-market-seeking. 
According to Carmody, Hampwaye and Sakala (2012), South Africa’s cross-border 
transactions have largely been that of ‘moral persuasion’ for foreign market seeking rather 
than for resource seeking. This means that SA organisations have voluntarily gone into 
foreign markets, not primarily for resource seeking, but to expand their existing activities that 
are otherwise doing well already in the domestic market. This also means that 
internationalisation strategies projected by South African CBOs have mainly been 
influenced by consent among political elites, sweetened by reciprocal economic incentives.  
 
South Africa seeks to promote its FDI into other countries to allow for regional market access 
by its organisations (Carmody et al., 2012). This view is supported by Sandrey et al. (2013) 
who observe that African countries enter into partnerships on behalf of their domestic 
organisations with South Africa for economic rather than political reasons, although such 
arrangements emanate from political agreements. These arrangements have become 
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platforms through which African service sectors such as telecoms, financial services, 
agribusiness, gas exploration and energy services receive FDI from South Africa. This then 
means that SA internationalisation strategies that seek to be successful, consider the 
existence of such arrangements.  
 
Castalleci (2010) finds that service cross-border organisations have the following as 
determinants of their internationalisation strategies; (1) the sectoral group to which the 
enterprise belongs, (2) the innovative capability of the enterprise, determining its 
technological competitiveness in foreign markets, (3) the availability of sound infrastructure, 
(4) and availability of critical knowledge in the host country, and (4) existence of other 
internationalisation entry modes.  
 
Service organisations that seek to improve their performance and become more efficient 
frequently look at their internal processes and procedures. Once there seems to be no room 
to fine-tune their processes, such organisations look elsewhere to introduce more efficiency 
to their delivery supply chains. South African service cross-border organisations are 
increasingly considering liberalisation of investment environments, endeavours towards 
democracy, elimination of crippling bureaucratic barriers to investment and opening up of 
economic systems as internationalisation strategy pull determinants for their FDI. For 
example MTN, now the largest mobile telephone operator in Africa, with a subscriber base 
of over 90 million in 2008, and operations in 21 countries in Africa and the Middle East (MTN, 
2009; Southall & Comninos, 2009) employing over 6000 people, found a niche in its 
efficiency seeking behaviour (Monama 2009): The depreciation of the SA rand relative to 
the Nigerian Naira partly accounted for excellent performance as MTN recorded profits of 
almost a billion dollars in the region on revenues of over 6 billion (Carmody et al., 2012).  
 
In conclusion, it seems the quest for improved performance is one of the main reasons why 
South African CBOs are seeking efficiency in the host markets they enter. Efficiency-seeking 
by South African CBOs in order to generate value has recently become a strong 
internationalisation strategy determinant when one considers their involvement in global 
competition. 
 
2.3.2 Composite classifications of internationalisation strategy  
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Determinants of internationalisation strategy may be classified into composite pull and push 
determinants. The idea behind such classification is to understand a common effect that 
certain determinants have over the internationalisation strategy. In some instances, push 
determinants might have a bigger effect than push determinants, and in such instances one 
expects the strategy to be markedly different to that under pull determinants. 
 
2.3.2.1 Pull determinants 
 
In some studies, pull determinants have been crystallised into composite classifications 
(Jadhav, 2012; Amendolagine, Boly, Coniglio, Prota & Seric, 2013; Akpan, et al., 2014; 
Asongu & Kodila-Tedika, 2015). These determinant classifications are Socio-economic, 
Institutional framework, Macroeconomic, Business Environment and Country governance. 
One of the advantages of considering the pull determinants of an internationalisation 
strategy in such an aggregated view is that the observable phenomena are represented by 
one composite variable that is obtaining in the economy. These classifications become 
proxies of pull determinants that are measurable and observable in an economy. 
 
The classification of the pull determinants of an internationalisation strategy that may be 
adopted by a CBO is a barometer of the investment climate of that host country (Groh et al., 
2015). The classifications are based on the framework developed by Eurostat containing six 
quality dimensions, namely, relevance, accuracy, timeliness and punctuality, accessibility 
and etymology, comparability and coherence. In practice, researchers have widely adopted 
all or some of these basic principles in the classification selection procedures (Reisi, Aye, 
Rajabifard & Ngo, 2014). Fang, Ivashina and Lerner (2015) argue that the availability of 
attractive investment opportunities in a host economy is positively linked to determinants of 
the internationalisation strategy that underlay these classifications. For example, Groh et al. 
(2015) support the fact that economic activity is a result of the availability of venture capital 
growth related to GDP growth; which is one of the pull determinants of an internationalisation 
strategy, according to their findings.  
 
a. Socio-economic determinant 
The socio-economic determinant of internationalisation strategy is a composite classification 
of factors that affect the socio-economic state of a country (Groh et al., 2015). The state of 
a country’s socio-economy in turn affects its economic activity (Kahouli & Maktouf, 2015). 
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The size of an economy, the number of its local corporations and employment levels are 
examples of factors that make up the socio-economic determinant (Groh et al., 2015). To 
explain socio-economic status as a determinant, the authors state that the ease of start-ups, 
which may grow to become CBOs is related to societal wealth, not solely due to the 
availability of start-up financing, but also to higher income among potential customers in the 
domestic market. Increased market activity leads to organisational growth, which may lead 
to organisations becoming CBOs as they seek new markets.  
 
Jadhav, Katti and Choudhury (2016) find that a bigger market size is a pull determinant for 
organisations seeking a home for their FDI. Torrisi (2015) found that the rate of growth in 
market size was a critical determinant for CBOs crafting internationalisation strategies into 
Hungary and Slovakia during their transition to market economies. A direct positive 
relationship between faster market growth and FDI inflows is also found to be a major 
determinant of internationalisation strategies (Luiz, 2012; Fang, Ivashina & Lerner, 2015). 
For example, faced by a fast-growing host market, CBOs may decide to enter the host 
market by engaging in FDI through mergers and acquisitions, and avoid exporting its 
products first to take advantage of the first-mover. Luiz (2012) further identifies pull 
determinants as favourable to demographics by leading to people being generally healthier 
and having more money in their pocket than in the past; low debt and growing infrastructure 
keep people employed. Chenaf-Nicet and Rougier (2015) investigate factors that determine 
the internationalisation strategy decision and show that macroeconomic instability reduces 
inward flow of FDI, despite market growth or size of the market.  
 
Two of the worst economic ills of doing business in Africa are generally thought to be 
bureaucracy and corruption. Papaconstantinou, Tsagkanos and Siriopoulos (2013) 
conclude that bureaucracy in doing business is a critical determinant for the 
internationalisation strategy leading to choosing entry modes that may try and avoid much 
red tape. Okada and Samreth (2014) considered the role of corruption and found that 
internationalisation strategies that promote FDI have a positive impact on economic growth 
especially when corruption is severe, but the negative impact of corruption is below a certain 
threshold. This view is supported in the study by Quazi, Vemuri and Soliman (2014), in which 
the authors analyse the impact of corruption on FDI inflows in 53 countries in Africa over the 
period 1995-2012 and find that because of the weak regulatory environment in 
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Africa, corruption favour those internationalisation strategies that facilitate FDI inflows in 
Africa. 
 
Internationalisation strategies such as mergers and acquisitions, partnerships and alliances 
promote an open exchange of market information for the mutual benefit of the partner 
companies. Such strategies are often sweetened by host governments if the CBO meets 
certain socio-economic target. One of the examples of such sweeteners is tax haven if the 
new business domiciles itself in a government designated area not necessarily the choice 
of the CBO; and also, if the CBO partners with an existing local indigenous organisation. 
Such sweeteners may lead the CBO to choose partnership over mergers and acquisitions 
even though an outright acquisition may have made investor sense.  
 
Du, Harrion and Jefferson (2014) look at the effect tariffs and tax holidays on 
internationalisation strategies. They find that tariff reforms encouraged internationalisation 
strategies that favoured outright FDI inflows to such countries offering these tax havens.  
 
b. Institutional framework determinant 
The power of a robust institutional framework to affecting the choice of internationalisation 
strategy can never be underestimated. In this study the institutional framework covers 
governing structures as well as the establishments like communication network put in place 
to facilitate business. Investors require assurance that there is easy of doing business, that 
their investment is safe, and can be handled fairly in cases of dispute. They also seek 
independence and dependability of institutions that will handle their investments. They look 
forward to investing in host countries where for example, the judicial system is independent 
and free from political interference. Naudé and Krugell (2011) confirm this and emphasize 
that the regulatory burden and the rule of law affect the choice of an internationalisation 
strategy. Their study explains that the more robust the regulatory burden and the rule of law 
in a host country, the more they will favour a direct physical presence of a CBO by way of 
FDI as opposed to the use of agency transactions or contract transactions such as 
franchising. The authors also argue that in addition to the quality of the legal system, the 
behaviour of the political institution also plays a significant role in the choice of the 
internationalisation strategy chosen by the CBO.  
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The quality of the research institutions of the host country also act as a pull determinant in 
the choice of the internationalisation strategy. Megginson and Fotak (2015) conclude that 
the research culture of universities and national laboratories plays an important role in how 
CBO enter the host country. For example, one hand where the culture is strong, CBO may 
decide to engage in FDI and further engage these institutions for their innovation research 
work. On the other if they are weak, the CBO may decide to domicile research in the 
domestic country and only internationalise through agency or exports.  
 
Nguen and Cao (2014) find that a developed communication and transportation framework 
in Vietnam favoured an internationalisation strategy that led to inward FDI. In a reverse spin, 
Long, Yang and Zhang (2015) find that the presence of FDI in host regions of China 
positively affects the country’s institutional quality, further encouraging those 
internationalisation strategies that favour direct investments.  
c. Macro-economic determinant 
UNCTAD (2008b) states that the creation of participatory, transparent and accountable 
governance systems that promote the rule of law are critical for FDI attraction. Transparent 
and stable macro financial indicators are a critical determinant to internationalisation 
strategic discussions. Policy predictability is fundamental to an attractive investment climate. 
Shahzad and Al-Swidi (2013), examining the effect of macroeconomic factors on inward FDI 
in Pakistan, aver that macroeconomic instability was negatively related to FDI. Luiz and 
Stephan (2012) posit that instability in macro-economic factors, as evidenced by the high 
incidence of currency crashes, double digit inflation and excessive budgets, does not augur 
well for FDI. Findings by Jadhav (2012) indicate that economics factors are more significant 
than institutional and political factors in developing economies. Market size is found to be a 
significant pull determinant of internationalisation strategies. This implies that a growing 
market, set in a stable economy that is supported by predictable policies, is a critical pull 
determinant of internationalisation strategies.  
 
d. Business environment determinant 
One may argue that internationalisation strategies look at the ease of doing business in their 
arriving at ‘go or do not go’ decisions. This implies that a conducive atmosphere for doing 
business, one that is not overburdened by unnecessary bureaucracy and costly 
transactional steps, is a pull determinant of internationalisation strategy. Djankov, Ganser, 
McLiesh, Ramalho and Shleife (2010) investigate the role of several societal burdens for 
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businesses. One of their findings is that the highest barriers and costs are associated with 
corruption, crime, a larger unofficial economy (black market) and bureaucratic delay. The 
prevalence of these costs in a host country draws a negative response in internationalisation 
strategy decisions. Choromides (2015) finds that legal stability is crucial for positive 
outcomes of internationalisation strategy discussions. The author concludes that non-
interference into the legal system promotes independence, which in turn positively affects 
internationalisation strategy decisions. An independent and stable legal framework protects 
the owner-specific advantages pointed out by Dunning, setting the host country in good 
stead for FDI inflow. Roe and Vatiero (2015) underscore the importance of corporate 
governance that protects minority shareholders. Such a system promotes positive 
internationalisation strategies as investors are assured of protection at law.  
 
Nemar, Ghazzawi, Danaoui, Tout and Dennaoui (2016) argue that risk adversity, political 
interference, complicated process of dismissing employees, corruption and copyright 
challenges may severely constrain entrepreneurial activity. It has been argued that services 
cross-border organisations rely on entrepreneurial innovativeness in order to compete 
effectively in host countries and if this is constrained, organisations may find it difficult to do 
business. Services cross-border organisations basically offer homogenous ‘products’ and 
their success are dependent on innovative differentiations. Bernoth and Colavecchio (2014) 
emphasize that the number of both R&D and patents, as an approximation of the human 
capital endowment, have a positive influence on attracting FDI that stimulates further 
innovation. Groh et al. (2015) state that innovations and R&D are as important to start ups 
as they are to established service cross-border organisations for them to create, grow or 
maintain market positions which, once established, attract further FDI. This means that an 
accommodating business atmosphere is always a positive indicator in internationalisation 
strategy decisions for CBOs. 
 
e. Country governance determinant 
Literature records that investors are attracted to developing countries whose governments 
are actively participating in governance programs (Dutta, Malhotra & Zhu, 2016). Lee, 
Biglaiser and Staats (2014) studied 111 developing countries between 1980 and 2006 and 
found that countries with political institutions that uphold good governance tend to be 
positively considered for internationalisation strategy decisions. However, Bekaert, Harvey, 
Jimenez, Luis-Rico and Beito-Osorio (2014) find a moderate position: political risk not only 
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constitutes a threat for CBOs but can also be a source of opportunities, meaning some 
internationalisation strategies view political risk positively, depending on the predisposition 
of management. Exposure to and accumulated experience in dealing with political risk 
enables organisations to better negotiate entry conditions that become competitively critical 
for future existence in the host country.  
 
Goswami and Haider (2014) found results refuting the conventional notion that domestic 
governance failure is a negative determinant of internationalisation strategy. Rather, cultural 
conflict and the attitude of the partner country towards the host country are found to be 
mostly responsible for a negative outcome of internationalisation strategies. Asongu and 
Kodila-Tedika (2015) found that the impact of political stability is only significant for new 
entries, that is, the follow up internationalisation strategies do not regard political instability 
as much a threat.  
 
2.3.2.2 Push determinants  
 
The theory of push determinants of internationalisation strategy rests on the existence of 
factors that are pushing the CBOs away from their domestic countries, engaging in FDI 
transactions into other countries. The theory also premises on the expectation that 
internationalisation strategy decisions are taken only after both pull and push determinants 
have been considered. Domestic market imperfections and saturated markets are some of 
the push factors CBOs consider when they start to think of internationalisation strategies 
(Zhang & Daly, 2011). On the one hand, capital market imperfections like inefficient financial 
systems that make soft loans available at below market rates, creates a disequilibrium in the 
capital market that external investors coming in may exploit (Buckley, 2016). On the other 
hand, is the saturated market push determinant, market saturation exists when the available 
supply of goods and services equals or exceeds customer demand. The major drawback of 
such a condition is lack of growth opportunities for the organisation, which limits profitability 
potential, leading to organisations appealing to new foreign markets. 
 
Where a host enhances regional cooperation and integration with other countries, domestic 
organisations incorporate that scenario into their internationalisation strategy decisions. One 
of the reasons way this is a push determinant is because experiences by the regional 
integrators become important lessons for CBOs. Further enhancement of regional 
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transactions creates an increased platform for forging a single cultural identity. Anyanwu 
(2012) reveals that a proliferation of internationalisation strategies towards a certain host 
country is made possible by the extant foreign aid currently present in that host country.  
 
The attitude of the domestic country towards a particular sector in the economy may act as 
a push factor in internationalisation strategy. On a country-level, Goswami and Haider 
(2014) found that the attitude of the partner country towards the host country affects FDI 
flow between the two countries. If the attitude is hostile, internationalisation strategies by 
CBOs tend to favour agency distribution instead of FDI. At industry or sector level, attitude 
of the domestic government also matters; if a government opens up certain industries at the 
expense of others, some affected organisations may feel that they are better off doing 
business elsewhere where protectionist barriers still exist. 
 
Anyanwu (2012) argues that export-oriented activities emanating from the host country 
towards a particular host country become push determinants for internationalisation 
strategy. For example, if an organisation engages for some time in exporting its goods and 
services, it will gain valuable knowledge about the host country that it may use to engage 
into FDI and avoid transactional costs associated with exports. Establishing a subsidiary in 
the host country becomes easier where the CBO has an exporting history into that country. 
In this regard, exporting has been used as a push determinant of internationalisation 
strategy.  
 
It seems political risk in the domestic country is also another push determinant in 
internationalisation strategy. For example, where a CBO continuously experiences political 
interference in the form of say requests to contribute towards funding political functions, 
management may consider outward FDI. Das (2013) found that bad political governance 
and archaic policy effects accelerate capital outflow.  
 
Given the interplay between pull and push determinants in internationalisation strategy 
decisions, it is not apparent which set of factors plays a more critical role in the decision 
making of South African CBOs. One may argue that such decisions are specific to individual 
CBOs, at country, industry and sector levels. This is to say that the dynamics of determinants 
facing a South African CBO may be quite different from those facing CBOs from other 
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emerging countries. This is also true at industry and sector levels. A composite assessment 
of these determinants is therefore necessary in order to answer this question.  
 
2.4 INTERNATIONALISATION STRATEGY AND THE MODE OF ENTRY 
 
It is often not feasible to separate determinants of an internationalisation strategy and mode 
of entry for service cross-border organisations, as service is simultaneously consumed while 
it is produced at the same time. According to Meyer, Skaggs, Nair and Cohen (2015), this 
means that the mode of entry for service cross-border organisations is normally a function 
of their internationalisation strategy determinants. Meyer et al. (2015) aver that critical 
knowledge of the foreign market is central to the type of entry modes that a service cross-
border organisation chooses, as its success highly depends on the entry mode. They argue 
that the internationalisation strategy for service cross-border organisations is largely 
determined by how to deal with the uncertainty of repeat business within their interaction 
with the client, leading them to deploy expertise in the service process as a strategy for entry 
mode. This is because service is simultaneously produced and consumed. The authors 
argue that where a service cross-border organisation chooses to locate expertise within the 
value chain in dealing with the uncertainty, determines its mode of entry.  
 
Daszkiewicz and Wach (2014) critically examined the Uppsala incremental model (UIM), 
asking if there might be organisations that are not able to skip stages and engage in FDI 
straight away and establish subsidiaries in the first instance. The authors found that this was 
possible for family-owned service organisations, as they have a more active approach 
towards internationalisation (entrepreneurial factors and internationalisation strategy pull 
factors). They also found that the most popular entry modes for service cross-border 
organisations is direct exporting as well as subcontracting, as the organisation gathers 
critical information about its new markets; consistent with the UIM that most organisations 
start off the internationalisation process with the exporting process in order to gather in 
critical knowledge about the new foreign market. When sufficient knowledge has been 
gathered, the final destination in the internationalisation process becomes the FDI. 
 
Anderson and Gatignon’s (1986) theory of Internalisation Framework (IF) appeals to this 
current study mainly because of its economic inclination to entry modes. When investors 
pick a particular internationalisation strategy and entry mode, the issue of costs and control 
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arises. The IF avers that the most appropriate entry mode is a function of the trade-off 
between control and the cost of resource commitment. The authors posit that a CBO, 
wishing to engage in FDI, faces a large array of internationalisation strategic choices, 
including a wholly-owned subsidiary, a joint venture, or an alliance. The IF recognises the 
importance of selecting the appropriate entry mode, as modes differ greatly in their mix of 
rewards and risks.  
 
Work by Leih and Teece (2014) attempts to answer the following question: What is the best 
mode of entry for a given function in a given situation? Their work harnesses a number of 
factors that an internationalisation manager considers when deciding on the entry mode of 
choice. According to the authors, these factors determine the optimal degree of control, 
following a transaction cost analysis. These factors are stated below: 
 Transaction-specific assets: investments (physical and human) that are specialized to 
one or a few users or uses; 
 External uncertainty: the unpredictability of the entrant's external environment; 
 Internal uncertainty: the entrant's inability to determine its agents' performance by 
observing output measures; 
 Free-riding potential: agents' ability to receive benefits without bearing the associated 
costs. 
 
Leih and Teece (2014) explain that resources related to specific transactions become 
valuable over time, meaning that an appropriate internationalisation strategy must be one 
that takes into consideration the issue of return over time. The authors argue that an 
organisation will require managers to exert more control over the resources. A more 
systematic and easier method to do that is owning the resources or assets through FDI. 
According to their work, risk exists when the organisation cannot accurately assess its 
agents' cross-border performance, leading to the CBO choosing FDI instead of continuing 
to be an agent-reliant organisation. This argument strengthens the UIM model, where 
organisational learning is emphasised as the organisation strives ultimately for subsidiary 
establishment. 
 
Leih and Teece (2014) argue that the trade-offs between control and cost of resource 
commitment are difficult to evaluate, to the extent that very few organisations actually make 
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the entry mode decision based on cost/benefit analysis. This has been successfully 
achieved by most South African CBOs who have so far enjoyed fair success across-borders. 
A number of studies developing entry modes that embody decisions based on a calculated 
cost/benefit analysis have been conducted (Lee & Zhong, 2015; Shen, Lo, Nagaraj, 
Farinato, Essenfeld & Somasundaran, 2016). The relevance of this model to this study is 
therefore reflected in the need to assess the cost-control relationship, especially to risk-
averse internationalisation managers who by nature may believe that low-resource 
commitment is preferable until proven otherwise.  
 
2.5 INTERNATIONALISATION OF SERVICE ORGANISATIONS 
 
Conti, Turco and Maggioni (2014) state that high-income countries have since moved from 
being manufacturing-based countries to services-based countries. Service production has 
been stimulated by rapid development in information, technology and communication 
capabilities, integration geographical areas that are physically very far apart. Grogaard 
(2012) avers that when CBOs face both global and local pressures, it may be time to seek 
out foreign markets. Breunig et al. (2014) argue that service cross-border organisations 
provide a particularly appropriate context to explore intra-organisation balancing between 
integration and responsiveness and thereby gaining scale advantages, especially when one 
considers their internationalisation strategies. The authors add that service cross-border 
organisations pursue a transnational strategy due to the need to standardise locally and 
innovate in the host country. Innovation abroad gives the service cross-border organisation 
a survival impetus by providing a unique product among service offerings that are hugely 
homogeneous. Indeed, one of Breunig et al.’s (2014) findings is that service customization 
as a determinant of internationalisation strategy is vital for these service cross-border 
organisations. 
 
Von Nordenflycht (2010) finds that reputation is the most critical driver in service cross-
border organisations, as service offerings are by nature consumed while a customer 
simultaneously experiences a good or bad service. Their internationalisation strategies 
consequently seek to protect their reputation. For example, in instances where they 
franchise, the franchisee is subjected to stringent rules of operation that are inspected 
regularly. Indeed, reputational damage has been one of the reasons why some service 
cross-border organisations have been laggards to internationalise; Breunig et al. (2014) 
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conclude that apart from reputation fears, institutional forces (e.g. industry deregulation, 
technological developments and increased trade openness) have caused service cross-
border organisations to internationalise later. In some instances, these forces have acted as 
push determinants as competition became stiff in the domestic market. 
 
Breunig et al. (2014) argue that the multidisciplinary practices of service cross-border 
organisations create a portfolio of services that present service cross-border organisations 
with opportunities for internationalisation. This characteristic allows service cross-border 
organisations to establish a presence in the host country without organisation-specific 
advantages (OSAs) or country-specific advantages (CSAs), using just one business from 
their portfolio. Boehe (2015) argues that service cross-border organisations choose 
internationalisation strategies that give them access to intangible resources in the host 
country, which are then used to create OSAs back in the domestic market. This means that 
service cross-border organisations seek to differentiate their offerings in order to attract host 
customers and build a loyalty base. Castellacci (2010) found that most service organisations 
settle for internationalisation strategies that allow them to blend in their innovative 
capabilities. In other words, it is these innovative capabilities that will enable them to enter 
new markets, allowing them to offer unique services and survive in host countries. This 
implies that innovative capabilities become a pull determinant of internationalisation 
strategies, specifically for service cross-border organisations.  
 
The quest to pursue their existing customers and aim to provide a ‘one-stop-shop’ for them 
is one of the major driving forces in the internationalisation of service organisations (Breunig 
et al., 2014). This explains why service cross-border organisations favour FDI as one of their 
preferred internationalisation strategies rather than other strategies, such as agency 
arrangements. FDI allows them to establish subsidiaries and expand it according to the 
demands of their customers. Clients require an ‘effortless experience’ of professional 
services across-borders (Segal-Horn & Dean, 2009). For example, global accounting 
services organisations invest in integrated systems and processes that offer homogeneous 
services, irrespective of where the client is. These systems contribute to the creation of 
sustainable competitive advantages, as they enable these service organisations to offer 
urgent homogeneous responses despite location. 
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In the study by Bartoli, Ferri, Maccarone and Rotondi (2014) on the nature of bank support 
to internationalised organisations, the conclusion is that internationalised banks provide 
non-lending services to CBOs in host countries, assisting their clients to easily 
internationalise. One may then argue that the existence of domestic bank support in host 
countries is indeed a pull determinant of service cross-border organisation 
internationalisation strategies. De Bonis, Ferri and Rotondi (2015) test whether the length of 
an organisation–bank relationship affects organisations’ FDI and if this depends on the bank 
itself being internationalised. The authors find that a longer relationship with the main bank 
fosters organisations’ FDI. 
2.6 INTERNATIONALISATION OF MANUFACTURING ORGANISATIONS 
 
Researchers of internationalisation strategies argue that CBOs are successful mainly due 
to either organisation-specific advantages or country-specific advantages (Ripolles, Blesa & 
Monferrer, 2012). Most studies on manufacturing CBOs argue that a number of 
manufacturing cross-border organisations have been able to successfully engage in FDI 
through providing unique products (Castellacci, 2010) at the right time (Ripolles et al., 2012). 
Boehe (2015) identifies innovation as one of the organisation-specific advantages that leads 
to this success. There is evidence that manufacturing cross-border organisations also look 
at country-specific advantages like production factors that include competitive wages, costs 
of capital and natural resources. To this effect, Zhang and Daly (2012) found that resource 
endowment in host countries is one of the pull determinants of internationalisation strategies 
for Chinese organisations.  
 
Manufacturing cross-border organisations have standard manufacturing processes that they 
incrementally improve upon in order to introduce efficiency. Comparing manufacturing 
cross-border organisations and service cross-border organisations, Meyer et al. (2015) 
argue that uncertainty in domestic production processes is one of the major push 
determinants of internationalisation strategies, but not as much for service cross-border 
organisations. The authors cite political risks, strikes and protests as some of the causes of 
uncertainty. They explain that even though services cross-border organisations also face 
these risks, they are able to circumvent them through knowledge deployment.  
 
Traditional theories on internationalisation have to a larger extent centred on manufacturing 
cross-border organisations, arguing that successful internationalisation has been a result of 
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ownership of physical assets or the distribution of physical goods. Service 
internationalisation has largely been ignored by these theories. Indeed, subsequent authors 
have argued that internationalisation strategies by service cross-border organisations are 
therefore distinct from those followed by their manufacturing counterparties as the latter 
involves the participation of the customer when discharging the service, a factor that 
introduces the imminent reputational risk (Zander, 2015). In support, there has been 
research that argue that service provision is fluid across-borders, unlike physical goods. This 
means that service cross-border organisations do not have to move or own physical assets 
that represent a competitive advantage (as encouraged by traditional theories) but can move 
competitive knowledge (people) to where service is consumed, or the customer may cross 
borders to consume the superior service (Cattaneo, Engman, Saez & Stern, 2010). This is 
the distinctive feature of service cross-border organisations. 
 
Because of the distinctly different nature of production of these two types of organisations, 
i.e. manufacturing cross-border organisations and service cross-border organisations, there 
was therefore a need to explore the determinants of internationalisation strategies of these 
two types of organisations in order to understand their different internationalisation 
strategies. The interviews and the survey carried out in this study were designed to draw 
out relevant empirical evidence from FDI managers in both manufacturing cross-border 
organisations and service cross-border organisations with regard to internationalisation 
strategy determinants and entry modes that their organisations have utilised. 
 
2.7 SOUTH AFRICAN COMPANIES’ INVESTMENT EXPERIENCES ON THE 
CONTINENT 
 
To date, literature records just a handful of studies that specifically look at experiences of 
South African organisations in their cross-border forages into Africa. However, the few that 
make up the extant literature have provided lessons to be learnt. A study by Deng (2012) 
shows that over the past decade, the world has witnessed a new wave of globalisation by 
way of unprecedented growth in outward foreign direct investment (FDI) from emerging 
countries. For example, outward FDI from the top twelve emerging economies reached a 
peak of more than $200 billion in 2008, underlying their importance in the global market. 
The author attributes this outward FDI to rising volumes of cross-border mergers and 
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acquisitions. South Africa is one of the emerging countries that have experienced an 
outward flow of FDI into Africa (see Table 3.1). 
 
Luiz and Charalambous (2009) looked at determinants influencing internationalisation 
strategies of South African financial services organisations into Sub-Saharan Africa. Their 
results show that South African financial services organisations are strongly influenced by 
the economic stability and the degree of available infrastructure in terms of information and 
communication technology of the host country. This is understandable, since banks as 
service cross-border organisations differentiate their largely homogenous products through 
information and communication technology. Luiz and Stephan (2012) state that market size, 
regulatory environment and government policy are the three most important determinants 
influencing the type of internationalisation strategy chosen by telecommunications firms. 
Decisions to enter Sub Saharan Africa (SSA) are also influenced by the need to find other 
markets and grow profit due to saturation in their existing markets. Market risks prevalent in 
the South African economy have led to South African organisations to cross borders in an 
effort to diversify risk. The authors point out that South Africa in particular provides fertile 
ground because of its dominance on the African continent and its relatively higher ranking 
amongst the countries from the developing world. 
 
Ripolles et al. (2012) argue that the presence of foreign organisations in the domestic 
country enhances the chances of local organisations engaging in FDI into other foreign 
markets. This is even more possible in cases where the intending organisation has business 
interactions with the foreign organisations through which the intending organisation can 
absorb experiential knowledge of foreign markets. It is therefore plausible that due to 
proliferation of foreign organisations in the SA market, local organisations have tapped into 
existing business networks with them and obtained valuable knowledge about intended 
foreign destinations. 
 
Faced with mature markets, increased competition from developed countries’ CBOs 
entering South Africa (the economic hegemon on the continent) and the pressures by 
shareholders to grow bottom lines, perhaps South African organisations can do more in 
terms of outward FDI into SSA. A recent study by Cahen, Lahiri and Borini (2016) revealed 
that perceptions of barriers to internationalisation are (a) an organisation's external 
institutional environment, (b) an organisation's capabilities, and (c) an organisation's human 
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talent. It may be argued that these barriers apply to South African organisations as well, 
given the fact that both countries are emerging economies whose economic structures may 
be more or less similar. Such a perception of barriers, if internalised by organisations, inhibit 
companies from acquiring knowledge through experience, preferring to adopt a ‘wait and 
see’ strategy.  
 
As noted by Luiz and Chalarambous (2012), given the uncertainty and ambiguity of most 
SSA markets, many South African services cross-border organisations prefer to enter 
existing markets via a majority stakeholder joint venture with a local organisation or through 
an FDI. This means that most South African organisations seek control over their own 
investments, especially in foreign markets. It is stated that the nature of the financial services 
organisation also seems to influence the entry mode. Their expansion in these foreign 
markets is driven by revenue seeking behaviour and the need to accumulate market 
knowledge from their local customers. 
 
2.8 SUMMARY 
 
This chapter discussed the theoretical framework guiding internationalisation decisions by 
organisations that invest in foreign markets. Among other theories, the Uppsala 
Internationalisation framework, the Eclectic frameworks and the Contingency theories were 
discussed. The study further presented the theory of determinants of internationalisation 
strategy, discussing in detail each of the pull determinants. Five major pull determinants 
were discussed, these are socio-economic, institutional framework, macro-economic, 
business environment and country governance. The push determinants of 
internationalisation were also discussed.  
 
The relationship between the theory of internationalisation strategy and mode of entry was 
also discussed. The chapter concludes with looking at internationalisation of service 
organisations in general, followed by manufacturing organisations so as to be able to 
compare and contrast issues that managers of these two types of organisations consider 
when making decisions. Investment experiences by South African companies on the African 
continent is also discussed.  
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CHAPTER 3 
RESEARCH METHODOLOGY 
 
3.1 INTRODUCTION 
 
This research is about the determinants of successful internationalisation strategies into 
other parts of Africa that are specific to South African service cross-border organisations. 
To help achieve the purpose of this research, the researcher interviewed internationalisation 
managers on the determinants of internationalisation strategies that they have been involved 
with. Both face-to-face interviews and a survey method were employed. Face-to-face 
interviews were used to obtain elaborate information that a survey questionnaire would not 
capture. The sample consisted of both service and manufacturing organisations of South 
Africa in order to determine any unique factors to service cross-border organisations.  
 
This chapter therefore presents the research methodology in two parts, the qualitative 
approach which focuses on search and careful analysis of literature and theory, followed by 
the quantitative research approach which seeks to obtain data in the form of facts and 
fugures.  
 
3.2. RESEARCH DESIGN 
 
A mixed method research design was employed in this study. Fielding (2012) states that 
mixed methods potentially offer depth of qualitative understanding with the reach of 
quantitative techniques. The author underscores the importance of mixed methods by 
asserting that the point of mixing methods is to see the analytic implications of linking data 
obtained using different methods. Mixed methods methodology is therefore the concurrent 
dominant status research design of the quantitative and the qualitative research designs 
(Collins, Onwuegbuzie & Johnson, 2012). According to the authors, it is a one-phase design, 
which means that while collecting data quantitatively, the researcher also engaged in the 
collection of qualitative data (qualitative approach).  
 
While aware of the intense debate regarding whether or not it is even appropriate to combine 
multiple methods that are often based on radically different paradigmatic assumptions 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
44 
 
(Denzin & Lincoln 1994; Guba 1990), the view in this current study is consistent with that of 
researchers who suggest that a coexistence of multiple paradigms is feasible in a research 
inquiry (e.g. Tashakkori & Creswell, 2008). Venkatesh, Brown and Bala (2013) explain that 
mixed methods research is an approach that combines quantitative and qualitative research 
methods in the same research inquiry, that result in the creation of pragmatic insights into 
various phenomena of interest that cannot be fully understood using only one method. 
Punch (2013) argues that the real quantitative/qualitative distinction is not between number 
and text but in richly understanding the world.  
 
Morse and Cheek (2014) assert that mixed-method research consists of one complete 
method that is further enriched by a supplemental strategy that uses a different analytical 
technique. This means that the additional strategy is only interpretable within the context of 
the core component, which in this study is the quantitative method. There is a perspective 
in mixed methodology literature that neither the quantitative approach nor the qualitative 
approach are deemed able to develop adequate multiple perspectives to research questions 
that require mixed methodologies (Flick, 2015). This study adopts that view and therefore 
leans heavily on both methods. 
In this study, the quantitative approach was used during the gathering, recording and 
interpretation of internal company information through face-to-face interviews and the 
survey approach. The interviews were noted on paper as they could not be recorded due to 
privacy issues and transcribed under each section as outlined in the interview guide and 
survey questionnaire. The probability sampling technique was used in this method to target 
organizations that are already active in internationalisation as well as a deliberate targeting 
of service sector organizations.   
The qualitative approach was used during the review of existing literature on 
internationalisation strategies and theory which explains the phenomena in practice, while 
also interview and survey response guide and questionnaire were drafted through the 
guidance of key terms emerging from theory and practice grounded in literature, while the 
transcription was fairly guided by theoretical framework. 
 
3.2.1 Qualitative approach 
 
The qualitative research method was also used to initiate a discussion on the entry modes 
as well as obtain data on the experiences of the internationalisation managers. The 
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collection of qualitative data in this study was done separately from the quantitative data 
collection, making this a concurrent mixed method. Informative aspects from review of 
literature informed the content and structure of the structured interview guide used to 
conduct face-to-face interviews and survey questionnaires which were directed at top level 
management within the organizations participating in the study. This approach in particular 
as mixed with the actual gathering of data enabled the researcher to understand the 
concepts under probe in the way the internationalisation managers understood them.  
 
Qualitative research often starts with an exploratory paradigm and collects data through the 
use of interviews (Leedy & Ormrod, 2010; Mertens, 2014). This study employed the 
qualitative method. The in-depth, open-ended interviewing was aimed at capturing the 
internationalisation managers’ experiences and perspectives on the internationalisation 
strategy decisions that have taken place in their careers. The interviews and recording of 
such were done in order to evaluate and facilitate the expressing of their experiences and 
judgments in their own terms, as according to Patton (2003).  
 
The general themes that guided the qualitative method explored the internationalisation 
managers’ experiences along the research questions, describing, explaining and 
interpreting the realities as understood by the internationalisation practitioners. The 
interviews carried out were open-ended to allow the interviewees the freedom to express 
themselves. The explanatory power of this method was necessary to evaluate the research 
findings, guided by the general themes noted above. 
 
The qualitative approach employed in this study follows the interactive model of design by 
Vaismoradi, Turunen and Bondas (2013). The advantage of this model is that by guiding the 
intent of the research, it thus guided the data collection technique chosen - interview 
technique - as one of the components of the model. Also, according to the authors, its 
components do not follow any recommended packing order or directionality of influence, 
giving the researcher some flexibility. The five components (and their main inquiries) of the 
model are contextualised below: 
 
Goals: Why is your study worth doing? There is an ongoing debate on whether determinants 
of internationalisation strategy for manufacturing cross-border organisations and service 
cross-border organisations are homogenous. The researcher’s conceptualisation framework 
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departs from an expectation that each set of determinants for each of these types of CBOs 
is unique for that type. An understanding of the differences is envisaged to reduce the rate 
of failure of internationalisation strategies experienced by South African CBOs. 
 
3 Conceptual framework: What theories, beliefs, and prior research findings will guide or 
inform your research, and what literature and preliminary studies will you draw on for 
understanding the people or issues you are studying? It would appear that most of the 
classical theories in literature centred on manufacturing cross-border organisations, which 
may lead one to conceptualise a lack of application over service cross-border organisations. 
However, such a belief can only be confirmed or de-confirmed by findings of studies such 
as the current one. 
 
4 Research questions: What, specifically, do you want to learn or understand by doing this 
study? The following sub-research questions embody what the researcher aimed at 
learning, (a) what are the internationalisation theories guiding internationalisation of cross-
border organisations? (b) What are the relevant pull determinants of an internationalisation 
strategy? (c) What are the relevant push determinants of an internationalisation strategy and 
(d) how do these determinants influence the choice of entry modes into the African 
countries? A comparison of the determinants of internationalisation strategies employed by 
manufacturing cross-border organisations to those by service cross-border organisations 
was designed to reveal the uniqueness or lack of these determinants. 
 
5 Methods: What will you actually do in conducting this study? What approaches, and 
techniques will you use to collect and analyse your data, and how do these constitute an 
integrated strategy? The researcher employed convenience sampling, face-to-face 
interviews and a questionnaire survey to collect the data required. Content analysis was 
employed to analyse the qualitative data while statistical techniques were employed to 
analyse the quantitative data.  
 
Validity: How might your results and conclusions be wrong? What are the plausible 
alternative interpretations and validity threats to these, and how will you deal with these? 
The researcher admits that interpretation of certain trade words may be different. Also, lack 
of experience over both types of CBOs may limit a full and fair appreciation of 
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internationalisation strategies that a particular internationalisation manager has 
experienced. These threats are acknowledged in the last chapter. 
 
3.2.1.1 Convenience sampling  
 
According to Etikan, Musa and Alkassim (2016), in any study the researcher is faced with 
two kinds of sampling; probability sampling and non-probability sampling. They explain that 
although non-probability sampling has a lot of limitations due to the subjective nature in 
choosing the sample, it is useful especially when randomisation is impossible and when the 
researcher has limited resources, time and workforce. The applicability of findings of such a 
study to other elements of the population may thus be limited. 
In this study, the researcher used non-probability sampling technique. The choice of the 
non-probability techniques was between convenience sampling and purposive sampling. 
According to Etikan et al. (2016), purposive sampling is a non-probability or non-random 
sampling method that places primary emphasis on saturation. Etikan and colleagues further 
explain that with this technique, the researcher decides what needs to be known and sets 
out to find people who can and are willing to provide the information by virtue of their 
experience. In this current study, this was not feasible as aligning pre-selected international 
managers to the purpose of the study would introduce the risk of excluding those who may 
have the knowledge sought, as there was no way of knowing what the managers know 
before interviewing took place. Therefore, convenience sampling offered the solution. 
Dörnyei and Ushioda (2013) aver that convenience sampling allows case members that 
meet certain practical criteria, such as easy accessibility, geographical proximity, availability 
at a given time, or the willingness to participate to be included for the purpose of the study. 
The criteria for choosing these participants were therefore as follows: 
 Accessibility of the internationalisation manager, both physically and geographically 
 Managers who were willing to participate 
 Managers who agreed to at least an hour for face to face interviews. 
 
According to Etikan et al. (2016), it is compulsory for the researcher to describe how the 
sample would differ from the one that was randomly selected. In this study, the sample 
differed from a randomly chosen one in the sense that there was always an increased 
possibility for homogeneity in the experiences of the selected participants as they were 
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chosen according to a pre-determined criterion. In a random process, homogeneity is a less 
desired quality of the sample so as to generalisable results (Etikan et al., 2016). 
 
It is also necessary to describe the subjects who might be excluded during the selection 
process or the subjects who are over-represented in the sample. The sample chosen for this 
study excluded those internationalisation managers who had the following characteristics: 
 Managers who did not have at least 1 hour for the interviews 
 Managers who informed the researcher upfront that much of the information they had 
 was strategic and may not be shared. 
 
Etikan et al. (2016) explain that the main assumption associated with convenience sampling 
is that the members of the target population are homogeneous. The primary criterion for 
choosing the participating internationalisation managers was based on targeting those 
organisations that have current operations in foreign countries. IQ managers interviewed 
included one senior partner, one international markets manager, two research managers 
and two sales managers - forming the basis of the case example design alluded to in 
Chapter 1. The attraction of interviewing a number of such managers from one organisation 
stems from their past career experience that spanned across a number of CBOs. 
 
Zhi (2014) states that as sample size increases, the statistical power of the convenience 
sample also increases, while in purposive sampling sample size is determined by data 
saturation and not by statistical power analysis. In the current study, since one of the aims 
is to render some of the findings useful to assist organisations who are intending to engage 
in internationalisation strategy, the researcher purposely chose convenience sampling. 
 
3.2.1.2 Data collection  
 
Qualitative data collection was done through face-to-face interviews. One typology classifies 
interviews as structured, semi-structured and unstructured interviews (Saunders & Lewis 
2014). Another typology classifies them as standardised and non-standardised interviews 
(Mikecz, 2012). Robson and McCartan (2016) classify them as respondent and informant 
interviews. The authors argue that qualitative interviews can be done on a one-to-one or 
one-to-many basis. In this study, face-to-face, semi-structured and one-on-one interviews 
were chosen.  
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Graebner, Martin and Roundy (2012) aver that interviews are a targeted, insightful and 
highly efficient means by which to collect rich, empirical data, especially when the 
phenomenon of interest is uncommon. During interviews, the current researcher sought to 
practically gain an insight of the phenomena from experts who are involved in FDI 
transactions. During face-to-face interviews, the researcher collected the qualitative data 
using the semi-structured Interview Guide (Annexure 3), which is an open-ended question 
instrument. The Interview Guide contained 17 open-ended interview questions with the 
flexibility to probe and explore emerging issues, while making notes and at the same time 
allowing the interviewee the freedom to elaborate. Data was collected with ample verbatim 
quotations, according to Patton (2003), this allows for expression of interpretation  
3.2.1.3 Data analysis – content analysis and coding 
 
Closely linked to the view by Creswell (2013) is content analysis, which were adopted in this 
study as a method of data analysis. A view from Massis and Kotlar (2014) is that in addition 
to following ordered and transparent data collection procedures, it is also important to 
analyse qualitative data systematically and explain the data analysis process. Vaismoradi 
et al. (2013) define content analysis as techniques that use a systematic coding and 
categorising approach to explore large amount of data to seek out trends and patterns of 
words used, their frequency and their relationships. Coding serves to organise the raw data 
into traceable and manageable smaller tracts (Maxwell, 2008). This was done in order to 
establish major themes, categories, insights and illustrative case examples (Patton, 2003). 
These case examples are necessary to understand the concept of internationalisation 
strategy and its inputs or determinants. The current study followed this technique.  
 
Blumberg, Cooper, and Schindler (2014) state that content analysis can be used to 
systematically analyse data and extract information from interviews. Data from the 
interviews were analysed using the content analysis technique, coding, making notes on the 
interview guides as well as drawing underlying hidden common themes that were not so 
apparent. Coding allowed the researcher to summarise and link together narratives of similar 
themes from different interviewees, developing a storyline from their experiences. The 
coding scheme was based on the research purpose and research questions. That is, every 
narration in the responses that alluded to determinants of internationalisation strategies, 
theories behind the determinants of an internationalisation strategy and internationalisation 
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theories were coded differently from that which alluded to pull or push determinants of an 
internationalisation strategy, and how these determinants influence the choice of entry 
modes. 
 
The coding scheme followed an alpha or word-code order whose full meanings were pre-
determined from the research purpose and research questions. As the data was being 
coded, the coding scheme was refined – that is, there were some additions and collapsing 
of pre-set codes. Initial codes that were collapsed together or removed altogether were 
recorded. The emergent codes were also recorded following the pre-set codes. The final 
coding scheme, or pre-set codes, were then collated and presented.  
 
3.2.1.3 Credibility of the study 
 
Qualitative research is based on subjective, interpretive and contextual data (Petty & 
Thomson, 2012). According to the authors, such tenets make a qualitative research distinct 
from a quantitative study. To solve the dilemma of the measurement of validity, qualitative 
researchers employ measurement concepts that are in line with the qualitative paradigm 
(Phellas, Bloch & Seale, 2011). Lewis (2015) asserts that 
‘reliability’ of qualitative research is established through an accurate data recording, 
transcription, and/or coding system. However, Creswell (2013) suggests that words such as 
credibility, conformability, verification, trustworthiness and transferability be used in 
discussing qualitative research findings instead of the term validity. The research adopted 
the view by Creswell in discussing the results and findings from the qualitative research. The 
practicality of this adoption is apparent in the discussion chapter. 
 
3.2.1.4 Participants 
 
Good or bad experiences that organisations go through in their internationalisation 
processes are regarded as valuable organisational learning and as such classified as 
competitively strategic. Accessibility to such information by researchers is difficult. For that 
reason, the researcher was constrained to picking those participants who were able and 
willing to provide such information. Convenience sampling was employed, targeting 
respondents who met the criteria as described above. 
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According to a UNCTAD 2016 report South Africa, with USD5.3bn worth of outward FDI, is 
the country with the highest African outflow of FDI into Africa. Table 3.1 below shows South 
African organisations with FDI into Africa.  
 
 
 
 
 
Table 3.1: South African FDI organisations as at 2015 (source: Labour Research Service) 
 
 
The table above records 15 South African CBOs that have successfully engaged in 
internationalisation strategies as at 2015. Using Table 3.1 as the starting point, and using a 
self-administered questionnaire, the researcher surveyed those CBOs that have 
successfully engaged in internationalisation processes and those that have attempted and 
failed, using a combination of both email and face-to-face techniques. The target was to 
obtain at least three managers in an organisation, translating to a total of 45 managers. 
Manfreda, Callegaro and Vehovar (2008) state that acceptable response rates vary by how 
the survey is administered. They argue that the following response rates are generally 
considered to be acceptable: Mail: 50 per cent adequate, 60 per cent good, 70 per cent very 
good; Phone: 80 per cent good Email: 40 per cent average, 50 per cent good, 60 per cent 
very good; Online: 30 per cent average; Classroom paper: > 50 per cent = good. Face-to-
face: 80-85 per cent very good.  
 
 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
52 
 
3.2.2  Quantitative approach  
3.2.2.1 Research instrument – the questionnaire 
 
Grinnell, Williams and Unrau (2016) define a questionnaire as a set of written questions 
used for collecting data that calls for responses on the part of the respondent. The writers 
state that the questionnaire may be self-administered or group-administered. Good 
questionnaire construction is critical to the success of a survey. The survey questionnaire 
was developed based on the factors that emerged from literature reviewed in line with the 
research questions. The instrument was pilot tested using selected internationalisation 
managers of some CBOs (Annexure 2) and responses were factor analysed. The intention 
was to find out if questions were generally understood the same way by respondents; and 
understood in the same way that the researcher intends them to be, and also if there were 
any items that would cause some discomfort to respondents. A covering note explaining the 
purpose of the study to respondents prefaced the instrument, together with general 
instructions on completing the instrument and the importance of completing all questions. 
 
3.2.3 Factor analysis 
 
The purpose of factor analysis in this study was therefore to reduce the many variables that 
60 items in the questionnaire are referring to into just five domains contained in the 
questionnaire. These domains are Socio-economic, Institutional framework, 
Macroeconomic outlook, Business environment and Country governance. This made the 
analysis and interpretation of the results more simplified, central and consolidated. The 
analysis of results followed these five domains. 
 
3.2.3.1 Factor extraction  
 
Table 3.2 below is a consistency matrix that shows the source of the study determinants or 
factors that went into the construction of the quantitative questionnaire. These factors were 
extracted from the pertinent literature review and were considered the most determinant 
factors for internationalisation strategy and the corresponding entry modes by service 
organisations that participated in the pilot survey. The first column of the table shows the 
underlying indicators that make up these factors or determinants, followed by the resultant 
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section in the questionnaire. The composite factors and the respective authors are in 
Column 3 and 4. 
 
Table 3.2 Consistency matrix 
Column 1 Column 2 Column 3 Column 4 
Underlying indicator 
Questionnaire 
section 
Factor / 
Determinant 
Author 
Internationalisation theories 2 Responses used 
for results 
validation and 
discussion  
Ekeledo and Sivakumar (1998); 
Vahlne and Johanson (2013); 
Michailova and Mustaffa, (2012); 
Dunning (2000). 
Income, health, GDP size, 
instability, market size, 
market growth rate, 
corruption 
3.1 Socio-economic Luis (2012); Kahouli and Maktouf 
(2015); Groh et al. (2015); Jadhav, 
Katti and Choudhury (2016); 
Torrisi (2015); Fang, Ivashina & 
Lerner, (2015); Chenaf-Nicet and 
Rougier (2015); 
Papaconstantinou, Tsagkanos and 
Siriopoulos (2013); Okada and 
Samreth (2014); Quazi, Vemuri & 
Soliman (2014); Harrion and 
Jefferson (2014). 
Robustness, political 
stability, infrastructure, 
legal, follow-the-leader 
mentality, natural 
resources, regulatory 
function 
3.2 Institutional 
framework 
 
 
Naudé and Krugell (2011); 
Megginson and Fotak (2015); 
Nguen and Cao (2014); Long, 
Yang and Zhang (2015); Anyanwu 
(2012). 
Market size, fiscal policies, 
trade openness, rule of law, 
participatory governance, 
policy predictability, budget 
deficits, accountability 
3.3 Macroeconomic  Shahzad and Al-Swidi (2013); Luiz 
and Stephan (2012); Jadhav 
(2012); Luiz (2012). Fratzscher 
(2011). 
Crime, black market, taxes, 
patenting, corporate 
governance, labour 
practices 
3.4 Business 
environment 
Djankov, Ganser, McLiesh, 
Ramalho, and Shleife (2010); 
Choromides (2015); Roe and 
Vatiero (2015); Nemar, Ghazzawi, 
Danaoui, Tout and 
Dennaoui (2016); Bernoth and 
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Column 1 Column 2 Column 3 Column 4 
Underlying indicator 
Questionnaire 
section 
Factor / 
Determinant 
Author 
Colavecchio (2014); Groh et al. 
(2015). 
Political framework, 
national government 
participation, failed 
government, culture, 
corruption, interference, 
bilateral relations 
3.5 Country 
governance 
Lee, Biglaiser, and Staats (2014); 
Bekaert, Harvey, Jimenez, Luis-
Rico and Beito-Osorio (2014); 
Goswami and Haider (2014); 
Asongu and Kodila-Tedika (2015). 
Entry mode, 
internationalisation 
inclination, service 
customisation, 
Multidisciplinary, Innovation 
enabler 
4 Responses used 
for results 
validation, 
discussion and 
hypotheses testing 
Buckley et al, (2012); Luiz & 
Charambolous (2009); Breunig et 
al, (2014); Boehe (2015); Zhang & 
Daly (2011); Buckley (2004); 
Castelli (2010); Yamakawa, 
Khavul, Peng & Deeds (2013); 
Castallecci (2010); Miozzo & Miles 
(2012). 
 
The table above allowed the researcher to extract the main determinants of 
internationalisation strategy and consolidate them into the five domains. The interaction of 
these domains within a particular host country reflects the high or low attractiveness of its 
inward FDI. In other words, the interaction creates the strength of internationalisation 
strategy determinants that shapes the decisions of internationalisation strategies adopted 
by various CBOs. The interpretation of this interaction is a subject of the management’s 
experience of similar transactions before and knowledge of the new markets. This explains 
why various CBOs adopt various internationalisation strategies towards one host country. 
The strength and nature of this interaction determines the entry mode that one particular 
CBO adopts to enter a host country.  
 
Johnson and Wichern (2007) state that factor analysis follow three steps. Firstly, the number 
of factors to retain is obtained using a screen test and the percentage variance accounted 
for by a given factor. Secondly, the factors are tested for internal consistency and stability. 
Lastly, the factors are studied to determine if a rotation technique is required to extract 
meaningful factors. 
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A set of data comprising of 720 entries or responses to questions about internationalisation 
strategies of South African organisations into Africa were considered. The data consisted of 
answers from 12 independent South African CBO managers on 48 pertinent questions 
relating to FDI. The full data set consisted of answers [strongly 1 (disagree) - 5 (agree)] on 
48 questions ranging from International theories to Internationalisation of service 
organisations. The partial data set consists of answers [strongly 1 (disagree) - 5 (agree)] on 
only 48 questions ranging from International theories to Country governance. 
 
3.2.3.2 Factor analysis results 
 
From the first two scree plots (Annexure 1) it appears that the variance of the first ten factors 
is more monotone (strictly decreasing) with the partial 48 question data set. The 
monotonicity suggests that there are fewer uncorrelated questions in the partial data set. 
See for example the factor 2 & 3 eigenvalues that are very indifferent in the full data set.  
 
Furthermore, from the last two scree plots (Figure A3 and Figure A4) in Annexure 1 it 
appears that the first 11 factors explain more than 75 per cent of the variances in both the 
partial and full data sets. Thus, for both data sets, it seems that the first 11 factors can be 
studied as the principal drivers of the data covariance. 
 
Scrutiny of the factor loadings showed that the question set could be represented by a 
subsample comprising of 80 per cent of the original set. In the 80 per cent subsample, it was 
found that the answers to the social-economic questions affect the changes in the data set 
the most, whereas the answers to the country governance question affect the data the least. 
 
Johnson and Wichern (2007) state that researchers must bear in mind that a factor analysis 
is a statistical tool, which means the quality of the results is dependent on the amount of 
input data. This means that in this instance, even though the results make sense from a 
financial and economic perspective, the researcher is convinced that a larger data sample 
would yield more accuracy and robustness. 
 
3.2.3.3 Reliability and validity of the survey questionnaire 
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Neuman and Robson (2012) state that the integrity of any research tool hinge around two 
pillars namely reliability and validity. When a tool is said to be reliable, it means that the 
same tool used for a particular phenomenon can be repeated in the same conditions and 
produce the same results, while Heale and Twycross (2015) define validity as the extent to 
which a concept is accurately measured.  
 
In this study, validity and reliability tests were performed on the survey questionnaire using 
data obtained from the pilot and also by obtaining the general feedback from senior 
internationalisation managers who were considered subject matter experts. From the 
responses, the questionnaire was tested for internal consistency and reliability by calculating 
the Cronbach's Alpha value for the items on the scale. Cronbach’s Alpha coefficient is a 
statistic used to test the reliability of items making up a questionnaire. According to Blumberg 
et al. (2014), Cronbach’s Alpha coefficient estimates the degree of interrelatedness among 
a set of items and variance among the items, and a widely advocated level of adequacy for 
coefficient alpha is at least 0.6 (Cronbach, 1951).  
 
Cronbach's alpha reliability coefficient was determined for each factor to measure the 
internal consistency using the formula below (Figure 3.6). The results are shown in Tables 
3.3 and 3.4. For the first set, a 4-factor (the highlighted) cut-off was recommended; for the 
second data set (i.e. 48 questions), an alpha for 5-factor (the highlighted) at most was found 
to be the cut-off as it was above the recommended 60 per cent, to suggest that the data sets 
had internal consistency adequacy at most at the 5-factors level, which becomes the cut off.   
 
 
Figure 3.6: Cronbach’s Alpha formula 
 
Table 3.3: Cronbach’s Alpha for 60 Question data set 
  2-Factors 3-Factors 4-Factors 5-Factors 6-Factors 7-Factors 
k 7 7 7 7 7 7 
SumVar 3% 5% 6% 8% 10% 11% 
VarSum 11% 11% 11% 11% 11% 11% 
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Cronbach's Alpha 83% 67% 65% 51% 17% 1% 
 
 
Table 3.4 Cronbach’s Alpha for 48 Question data set 
  2-Factors 3-Factors 4-Factors 5-Factors 6-Factors 7-Factors 
k 7 7 7 7 7 7 
sVar 4% 6% 8% 10% 12% 14% 
sig2 15% 15% 15% 15% 15% 15% 
Cronbach's alpha 85% 69% 67% 63% 21% 5% 
 
Overall, given the above results, the items with the least loading, i.e. those that added little 
value to the meaning of the overall items, were removed, leading to the final questionnaire 
items being reduced from the initial 60 to 48 items.  
 
3.2.4 Data analysis of the survey questionnaire responses 
 
Agresti and Kateri (2011) state that data analysis is a process of turning data into information 
by systematically applying statistical and/or logical techniques to describe and illustrate, 
condense and evaluate data. Cognisant of the size of the sample, the questionnaire was 
used to generate data that was coded for the purpose of analysing them (Chapter 4 for data 
analysis results). The responses were analysed using Statistical Package of the Social 
Sciences (SPSS) v.23 software. Simple descriptive statistics were calculated in order to 
draw inferences. The discussion of these results and the results obtained from the interviews 
are presented in Chapter 4.  
 
3.2.5 Triangulation 
 
Some authors argue that triangulation deepens an understanding of the study phenomenon, 
while others have argued that it increases the study accuracy (Hussein, 2015). In a broad 
way, triangulation is defined as the use of multiple methods, mainly qualitative and 
quantitative methods, to study the same phenomenon (Jick, 1979) for the purpose of 
increasing study credibility. This study used triangulation in the data analysis. This has been 
done to provide overlapping and confirmatory information. Hussein (2015) defines 
triangulation as the combination of at least two or more theoretical perspectives, data 
sources, or data analysis methods in order to reduce the inadequacy of one method and by 
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so doing, enrich the ensuing findings. According to Fielding (2012), one of the reasons for 
triangulation is to enrich integration for mixed methods analysis and conceptualization. Thus, 
triangulation in this study was used to confirm findings obtaining and lend credibility to the 
findings of this research. 
 
The main type of triangulation chosen for this study was methodological triangulation. Bliss 
and Rocco (2013) refer to methodological triangulation as the use of both qualitative and 
quantitative data collection methods and analysis in studying the same phenomenon. The 
use of methodological triangulation in the same study also led the researcher to using two 
methods in the analysis, namely, content analysis for qualitative data and statistical analysis 
for survey questionnaire responses. Data source triangulation was also utilised. Data source 
triangulation involved the collection of data from different types of people, including 
professionals in their various professions within the CBOs. This is done to gain multiple 
perspectives and validation of data (Carter Bryant-Lukosius, DiCenso, Blythe & Neville, 
2013).  
 
Triangulation generally makes the checking of results from more than one viewpoint 
possible. Patton (2012) advocates for the use of triangulation, arguing that it strengthens a 
study by combining methods. Hussein, Hirst, Salyers and Osuji (2014) argue that when 
qualitative and quantitative research methods are combined there is a great possibility of 
neutralizing the flaws of one method and strengthening the benefits of the other for better 
research results. 
 
3.2.6 Ethical considerations 
 
Every researcher has to be ethical when conducting their research. Ethical issues relating 
to the validity of the research, harms and benefits, confidentiality, informed consent, being 
honest with professional colleagues and anonymity (Saunders & Lewis, 2014) were 
considered. Fouka and Mantzorou (2011) identify the following ethical considerations: 
i. Informed consent: According to Adesi, Owusu-Manu and Badu (2015), this means 
that a person knowingly, voluntarily and intelligently, and in a clear and manifest way, 
gives his consent. Fouka and Mantzorou (2011) state that this is one of the ways that 
the right to autonomy of the participant is protected. Autonomy is defined as the ability 
for self-determination in action according to a personal plan (Beauchamp & Childress, 
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2001). Tait, Voepel-Lewis, Siewert and Malviya (1998) argue that it seeks to prevent 
assaults on the integrity of the patient and protect personal liberty and veracity. 
Siedman (2013) avers that it is of utmost honesty and goodwill that participants be 
informed of the purpose of the study or interviews from the onset. Participants will be 
made aware with absolute clarity that they can discontinue their participation in the 
study at any time should they deem it necessary. 
 
ii. Beneficence - Do not harm: Beauchamp and Childress (2001) suggest that the 
principle of beneficence includes the professional mandate to do effective and 
significant research so as to better serve and promote the welfare of our constituents. 
Ford and Reutter (1990) say that beneficence relates to the benefits of the research, 
while non-maleficence relates to the potential risks of participation. Non-maleficence 
requires a high level of sensitivity from the researcher about what constitutes "harm". 
According to Marianna (2011), discomfort and harm can be physiological, emotional, 
social and economic in nature. 
 
iii. Anonymity and confidentiality: This is the respect for dignity and fidelity. Anonymity 
is protected when the subject's identity cannot be linked with personal responses. If 
the researcher is not able to promise anonymity they have to address confidentiality, 
which is the management of private information by the researcher in order to protect 
the participant's identity (Nieswiadomy, 2010). For purposes of confidentiality, the 
researcher offered a letter to participants which clearly stated that the names of 
respondents will be protected. The engagement rules were unequivocally stated. The 
right of refusal to participate in the study is reserved for the participants and 
participation will not be enlisted under duress (Carter, Banks, Armstrong, Kindon & 
Burkett, 2014), hence the participants would make their own decisions to partake or 
not to partake in the study. It is important to note that the responses that will be 
captured in the interviews would be respected, confidential and afforded equal 
treatment. 
 
iv. Respect for privacy: According to Levine (1976), privacy is the freedom an individual 
has to determine the time, extent and general circumstances under which private 
information will be shared with or withheld from others. An invasion of privacy happens 
when private information such as beliefs, attitudes, opinions and records, is shared 
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with others, without the participant’s knowledge or consent (Kelman, 1977). Treece 
(1982) suggests that whenever subjects refuse to report personal information as they 
regard it an invasion of privacy, the researcher ought to respect their views. Fouka and 
Mantzorou (2011) believe that this applies to report of age, income, marital status and 
other details that the subject may regard intimate. 
 
In order to ensure that respondents will not be harmed or suffer adverse consequences from 
the research activities, the consent policy from the ethics committee of the University of 
Johannesburg was complied with. The ethics policy of the University was considered a 
monitoring mechanism for compliance throughout the whole research process. 
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 CHAPTER 4  
FINDINGS 
 
4.1  INTRODUCTION 
 
This chapter presents the results of the qualitative and quantitative approaches. Qualitative 
approach was implemented using the interview guide technique, following steps stated by 
Vaismoradi et al. (2013). The request for interviews was presented to 21 potential 
respondents, 11 accepted the invite and eventually participated in the research. The 
quantitative approach was executed through the survey technique made up of both email 
and face-to-face approaches. 
 
Forty-eight internationalisation managers (including those that completed the qualitative 
interviews) were requested to complete the questionnaire, and 38 returned completed 
questionnaires. The managers were chosen using convenience sampling. The sections 
below present the results of this mixed methodology. 
 
4.2  QUALITATIVE ANALYSIS 
 
In analysing the interviews, the researcher followed the following steps as provided by 
Vaismoradi et al. (2013): 
I. Familiarising with the data: The researcher thoroughly read the interview transcripts 
to familiarise himself with the data.  
II. Generating initial codes: This entailed coding the interesting features of the data, 
collecting data that was relevant to the codes.  
III. Searching for themes: The codes were then collated into potential themes, after 
reduction of the categories in the initial coding framework.  
IV. Reviewing themes: Checking if the themes are mapped together with the entire data 
sets and coded extracts was the next step.  
V. Defining and naming themes: This involved refining the themes and the overall 
picture. 
VI. Report: According to Vaismoradi et al. (2013), by selecting vivid extract evidence, a 
report of the analysis can be written. This was the final step.  
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The next step involved collecting words or phrases from the interview scripts, noting 
recurring words and phrases and crossing out duplicates. According to Vaismoradi et al. 
(2013), this reduces the number of categories from the initial coding framework. After 
working and reworking with the scripts, the following list of categories was created, which is 
smaller than the initial coding framework: 
 Timing  
 Organisation knowledge 
 Legal framework 
 Depth of financial markets 
 Customised service 
 Market potential 
 Ethical behaviour 
 King Code series 
 Institutional framework 
 Alliances 
 Cost and control  
 Protection of investment 
 Shelving of FDI plans 
 Capital transfers  
 Risk/return analysis 
 Competitive advantages 
 Adaptation 
 Organisation learning 
 Joint ventures 
 Values 
 Trade agreements 
 Sabines Oxley Act 
 
The third step involved reducing the categories by grouping similar initial codes together and 
eliminating duplicates, or those responses that referred to the same theme but expressed in 
a different manner. Table 4.2 below shows the initial categories now reduced to five codes. 
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The fourth step was searching for themes. This involved allocating each code a unique 
marking pattern that grouped together words and phrases that belonged to the same theme. 
This meant working through the data of the interview responses once more. Data that fitted 
under a particular category were marked according to the relevant colour marking pattern 
(Burnard et al., 2008). All the interview guide response sheets were brought together, the 
colour marking, and patterns cut out and grouped according to marking or pattern and filed 
in an arch lever file. This represented an organised way of storing the data set around each 
theme, generating a thematic map (Vaismoradi et al., 2013). 
 
The fourth step was the reviewing, defining and naming the themes, ensuring that they 
mapped appropriately to the data set. Shapes and colour shades on completed interview 
response sheets assisted in mapping the themes. This is provided in Table 4.3. All the 
response sheets were analysed for related data that referred to emerging themes. The last 
step involved generating new names for the five themes. The final interpretation of the 
themes, as agreed through member checking, was recorded and provided in Table 4.3, with 
Theme 4 appearing as the dominant theme. The descriptive provided by the interviewees 
and interpretations in the table below are all indicative of Theme 4 emerging as a stronger 
theme than others. This means that South African CBOs enter host countries with a long-
term view, establishing their presence on a long-term basis in the markets they serve. These 
interpretations were used in the discussion of the findings in Chapter 5. 
 
 
 
4.3  QUANTITATIVE ANALYSIS 
 
This section presents the results of the responses gathered through the questionnaire 
survey. The quantitative instrument was emailed to a group of 46 respondents that were 
conveniently chosen out of the 15 CBOs. 39 of the respondents returned the completed 
questionnaires. One questionnaire had missing values and could not be used. 
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4.3.1 Descriptive statistics for the questionnaire 
 
The response profiles of internalisation theories are plotted on a scale from 1 (strongly 
disagree) to 5 (strongly agree). The constructs were coded as follows: 
RQ1: FDI decisions are largely influenced by a gradual acquisition, integration and use of 
 knowledge about foreign markets. 
RQ2: FDI decisions are largely influenced by issues of cost and control, i.e. choosing 
 between wholly-owned subsidiary, a joint venture, or a non-equity arrangement such 
 as licensing or a contractual joint venture. 
RQ3:  FDI decisions are largely influenced by our company -specific competitive 
 advantages, host country locational attractions and whether we will want to own the 
 investment 100 per cent or not. 
RQ4:  FDI decisions are largely influenced by the nature of the product we wish to first trade 
 across the border.  
 
 
Figure 4.1: Profile responses of Internationalisation Theories 
 
The profile analysis shows that: 
 On average, RQ4 has the lowest of ratings, implying that most respondents are not 
 convinced that FDI decisions are largely influenced by the nature of the product to 
 first trade across the border.  
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 On average, RQ1 and RQ2 appear to have the highest of ratings, implying that 
 gradual acquisition, integration including the use of knowledge about foreign markets 
 and issues of cost and control largely influence FDI decisions. 
 
A one-sample t-test was performed for each domain to test the null hypothesis that the mean 
score for an item=3 (which is the mid-point between strongly disagree=1, disagree=2, 
neutral=3, agree=4 and strongly agree=5). If the difference between the actual mean value 
and the “3” is statistically significant from zero, then this would imply the null hypothesis (i.e. 
the mean = 3 suggesting the construct has no effect) is rejected. A rejection of the null 
hypothesis would provide a scientific proof that: 
 Respondents agreed with the statement that if the mean is greater than 3 and is 
significant, this will be marked green.  
 Respondents disagreed with the statement that if the mean is less than 3 and is 
significant, this will be marked red.  
 If the difference is not significantly different from 3, it would mean that the null hypothesis 
cannot be rejected (loosely translated – accepted) and that respondents were undecided 
or neutral or simply no meaningful inferences could be drawn. In such instances, the test 
is often regarded as inconclusive and such will remain in black for ease of reference.  
 
T(p) is the t-test static for testing mean = 3 and the p-value is from the critical statistic. The 
null hypothesis is rejected when the p-value is less than the level of significance set at 0.05 
throughout, unless otherwise stated. The p-value represents that any differences seen 
between the test statistics and the critical values is “spurious” or “by chance”. A small p-
value therefore implies that any such differences are not spurious emanating from sampling 
or chance variability but rather a result of real significant differences.   
 
4.3.1.1 Deposition of internationalisation theories mean scores (%) 
 
Table 4.4 Internationalisation theories mean scores (%) 
Theory 
 
Strongly 
Disagree 
 
Disagree 
 
Neutral 
 
Agree 
 
Strongly 
Agree 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   
/ 
Accept 
RQ1 
 
- - 8 
(21.1) 
14 
(36.8) 
16 
(42.1) 
4.21 .126 9.609 .000 Reject 
RQ2 - - 12 15 11 3.97 .128 7.617 .000 Reject 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
66 
 
Theory 
 
Strongly 
Disagree 
 
Disagree 
 
Neutral 
 
Agree 
 
Strongly 
Agree 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   
/ 
Accept 
 (31.6) (39.5) (28.9) 
RQ3 
 
- 8 
(21.1) 
7 
(18.4) 
8 
(21.1) 
15 
(39.5) 
3.79 .193 4.093 .000 Reject 
RQ4 
 
4 
(10.5) 
12 
(31.6) 
8 
(21.1) 
5 
(13.2) 
9 
(23.7) 
3.08 .221 .357 .723 Accept 
 
Table 4.4 shows the mean scores of the constructs of internationalisation theories. Of the 
four constructs presented, three have a significant positive effect. On a comparative basis, 
the first construct is more positively rated. The last construct is insignificant. A pattern of the 
internationalisation theories guiding internationalisation of cross-border organisations 
begins to take shape, showing the influence that the first three constructs have on 
internationalisation decisions. However, the theme of ‘gradual acquisition, integration and 
use of knowledge about foreign markets’, (RQ1) is the most dominant of the three themes 
(RQ1 to RQ3). 
 
4.3.1.2 Deposition of FDI Determinants mean scores (%) 
 
The domain of FDI Determinants had 8 constructs coded RQ5 to RQ12 and defined as 
follows:    
 RQ5 - Entry into foreign markets is also influenced by higher income among potential 
 customers in the domestic market. 
 RQ6 - Ease of entrepreneurial start-ups in a host country being an attraction to invest 
 in that country. 
 RQ7 - FDI into the host country being a result of South Africa services that have been 
 exported to that host country. 
 RQ8 - Instability of socio-economic variables of a host country being a deterrence to 
 investing in that country.  
 RQ9 - Cross-border investment thought process being guided by the size of market, 
 such that the larger the market is the more attractive. 
 RQ10 - Cross-border investment thought process being guided by the need to serve 
 the host country market, and not worldwide. 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
67 
 
 RQ11 - The host market growth rate being a major determinant in cross-border 
 investment decisions.  
 RQ12 – An organisation would not hesitate to pull off plans if corruption is found to 
 be rampant in an otherwise attractive host country. 
 
Table 4.5: FDI Determinants mean scores (%) 
Theory 
 
Strongly 
Disagree 
 
Disagree 
 
Neutral 
 
Agree 
 
Strongly 
Agree 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   
/ 
Accept 
RQ5 
 
- 4  
(10.5) 
4 
(10.5) 
17 
(44.7) 
13 
(34.2) 
4.03 .153 6.702 .000 Reject 
RQ6 
 
8 
(21.1) 
7 
(18.4) 
9 
(23.7) 
8 
(21.1) 
6 
(15.8) 
2.92 .224 -.352 .727 Accept 
RQ7 
 
4 
(10.5) 
1 
(2.6) 
15 
(39.5) 
16 
(42.1) 
2 
(5.3) 
3.29 .164 1.765 .086 Accept 
RQ8 
 
- 
 
9 
(23.7) 
13 
(34.2) 
12 
(31.6) 
4 
(10.5) 
3.29 .155 1.867 .070 Accept 
RQ9 
 
1 
(2.6) 
- 
 
9 
(23.7) 
25 
(65.8) 
3 
(7.9) 
3.76 .116 6.588 .000 Reject 
RQ10 
 
8 
(21.1) 
5 
(13.2) 
4 
(10.5) 
8 
(21.1) 
13 
(34.2) 
3.34 .257 1.333 .191 Accept 
RQ11 
 
- 
 
- 
 
8 
(21.1) 
23 
(60.5) 
7 
(18.4) 
3.97 .103 9.435 .000 Reject 
RQ12 
 
4 
(10.5) 
5 
(13.2) 
19 
(50.0) 
6 
(15.8) 
4 
(10.5) 
3.03 .175 .151 .881 Accept 
 
Table 4.5 shows the mean scores of the constructs of FDI Determinants. Of the eight 
constructs presented, only three have a significant positive effect on a comparative basis. 
Once more, the first construct was rated more positively, being entry into foreign markets 
being influenced by higher income among potential customers in the domestic market. The 
results also show that higher income, size and growth rate of the market are critical 
considerations. The implication is that the potential of the market in this domain is a major 
determinant in cross-border decisions. Together with the RQ1 above, this further implies 
that South African cross-border organisations factor in the potential growth of the foreign 
market, making use of accumulated knowledge as they decide to settle for gradual 
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acquisition or integration as a mode of entry. The results begin to emerge and present a 
particular theme. 
 
4.3.1.3 Deposition of FDI Determinants – Institutional framework mean scores (%) 
 
The domain of FDI Determinants – Institutional framework had nine constructs, coded RQ13 
to RQ21 and defined as follows:    
 RQ13 - Robustness of the institutional framework of a host country plays a major part in 
investment decisions. 
 RQ14 - Investment plans in the organisation are influenced by the level of political 
stability in the host country. 
 RQ15 - When choosing a host country, research culture with respect to universities and 
national laboratories play a role in the planning. 
 RQ16 - Infrastructure availability is one of our major concerns when choosing to invest 
in Africa. 
 RQ17 - The quality of the host country legal system has no major influence on our 
investment decision.   
 RQ18 - Follow where other South African FDI are also present. 
 RQ19 - Availability of natural resources indicate how rich a host country is and is a factor 
that plays a major role in deciding where to invest.  
 RQ20 - Company always factors in concerns about the nature of communication and 
transportation infrastructure when making cross-border investment decisions.  
 RQ21 - Regulatory burden in host countries is a major concern when choosing a host 
country for our cross-border investment. 
 
Table 4.6 FDI Determinants – Institutional framework mean scores (%) 
Theory 
 
Strongly 
Disagree 
 
Disagree 
 
Neutral 
 
Agree 
 
Strongly 
Agree 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   
/ 
Accept 
RQ13 
 
- - 
 
- 
 
24 
(63.2) 
14 
(36.8) 
4.37 .079 17.256 .000 Reject 
RQ14 
 
- - 
 
8 
(21.1) 
17 
(44.7) 
13 
(34.2) 
4.13 .120 9.408 .000 Reject 
RQ15 4 1 24 9 - 3.00 .136 .000 1.000 Accept 
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Theory 
 
Strongly 
Disagree 
 
Disagree 
 
Neutral 
 
Agree 
 
Strongly 
Agree 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   
/ 
Accept 
 (10.5) (2.6) (63.2) (23.7)  
RQ16 
 
4 
(10.5) 
4 
(10.5) 
10 
(26.3) 
13 
(34.2) 
7 
(18.4) 
3.39 .198 1.994 .054 Accept 
RQ17 
 
- - 
 
4 
(10.5) 
13 
(34.2) 
21 
(55.3) 
4.45 .111 13.013 .000 Reject 
RQ18 
 
4 
(10.5) 
12 
(31.6) 
5 
(13.2) 
17 
(44.7) 
- 
 
2.92 .178 -.442 .661 Accept 
RQ19 
 
4 
(10.5) 
2 
(5.3) 
23 
(60.5) 
5 
(13.2) 
4 
(10.5) 
3.08 .166 .475 .637 Accept 
RQ20 
 
4 
(10.5) 
- 
 
8 
(21.1) 
12 
(31.6) 
14 
(36.8) 
3.84 .201 4.180 .000 Reject 
RQ21 
 
- 
 
5 
(13.2) 
14 
(36.8) 
4 
(10.5) 
15 
(39.5) 
3.76 .183 4.180 .000 Reject 
 
Table 4.6 above shows the mean scores of the constructs of FDI Determinants – Institutional 
framework. Of the nine constructs presented, five have a significant positive effect but it is 
clear that those five, on a comparative basis, have higher mean values than those from other 
domains. The significance and implication of this is that out of the domains considered so 
far, internationalisation managers value institutional framework the most to protect their FDI. 
Within this domain, RQ17 has the highest mean, implying that internationalisation managers 
place higher reliance on the legal framework of the host country to protect their investment. 
This then means that as the CBOs decide on the entry mode, they do not place so much 
reliance on the quality of the legal system of the host country. This maybe because there 
are not so many incidences in history that have required legal adjudication for this factor to 
be considered as a deterrent.  
 
4.3.1.4 Deposition of FDI Determinants – Macroeconomic mean scores (%) 
 
The domain of FDI Determinants – Macroeconomic had eight constructs, coded RQ22 to 
RQ29 and defined as follows:    
 RQ22 - When considering a foreign market, economics factors are more significant than 
institutional and political factors in the organisation. 
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 RQ23 - Market size as measured by real GDP is the most significant factor in investment 
considerations. 
 RQ24 - Trade openness across the economy is a major pull factor in decisions. 
 RQ25 - The rule of law is fundamental in our cross-border investment decisions. 
 RQ26 – The extent the regulatory and governance systems are participatory in the host 
countries is considered. 
 RQ27 - Policy predictability is fundamental in the planning for host country entry. 
 RQ28 - Excessive budget deficits have in the past caused us to pull plans on an 
otherwise attractive host country. 
 RQ29 - Public office accountability is a significant consideration in planning for a foreign 
home for investment. 
 
Table 4.7: FDI Determinants – Macroeconomics mean scores (%) 
Theory 
 
 
Strongly 
Disagree 
 
Disagree 
 
Neutral 
 
Agree 
 
Strongly 
Agree 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   
/ 
Accept 
RQ22 
 
- 
 
8 
(21.1) 
6 
(15.8) 
13 
(34.2) 
11 
(28.9) 
3.71 .181 3.936 .000 Reject 
RQ23 
 
4 
(10.5) 
- 
 
5 
(13.2) 
19 
(50.0) 
10 
(26.3) 
3.82 .188 4.339 .000 Reject 
RQ24 
 
4 
(10.5) 
- 
 
- 
 
20 
(52.6) 
14 
(36.8) 
4.05 .188 5.588 .000 Reject 
RQ25 
 
- 
 
- 
 
11 
(28.9) 
9 
(23.7) 
18 
(47.4) 
4.18 .140 8.435 .000 Reject 
RQ26 
 
- 4 
(10.5) 
4 
(10.5) 
15 
(39.5) 
15 
(39.5) 
4.08 .157 6.862 .000 Reject 
RQ27 
 
3 
(7.9) 
- 
 
5 
(13.2) 
19 
(50.0) 
11 
(28.9) 
3.92 .174 5.281 .000 Reject 
RQ28 
 
- 
 
1 
(2.6) 
5 
(13.2) 
15 
(39.5) 
17 
(44.7) 
4.26 .129 9.798 .000 Reject 
RQ29 
 
- 
 
1 
(2.6) 
3 
(7.9) 
31 
(81.6) 
3 
(7.9) 
3.95 .084 11.293 .000 Reject 
 
Table 4.7 shows the mean scores of the constructs of FDI Determinants – Macroeconomics. 
All of the eight constructs have a significant positive effect and it is clear that FDI 
Determinants – Macroeconomics as a domain is highly regarded as a positive factor or 
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determinant of successful internationalisation strategies. High regard placed on RQ28 
shows the fear that internationalisation managers have that excessive budget deficits affect 
market potential and growth, and subsequently purchasing power of customers. It seems 
then that regardless of the entry mode chosen and the potential of the market, excessive 
budget deficits are a concern to internationalisation managers. Perhaps, before they settle 
on the mode of entry and the potential of the market, South African managers worry about 
the effect the excessive budget deficits have on the potential of the market.  
 
4.3.1.5 Deposition of FDI Determinants–Business Environment mean scores (%) 
 
The domain of FDI Determinants – Business Environment had 11 constructs coded RQ30 
to RQ40 and defined as follows:    
 RQ30 - High crime rates deter from investing in a particular host country. 
 RQ31 - The presence of a sizeable unofficial economy or black market is of significant 
deterrence to FDI plans. 
 RQ32 - Plans have been pulled in the past on host countries that do not have sound 
legal protection for minority shareholder. 
 RQ33 - Bureaucratic delays in establishing business in host countries scamper 
investment plans. 
 RQ34 - The level of taxes, whether direct or indirect affect investment decisions 
negatively.  
 RQ35 - Registration and protection of innovations, patents and R&D in host country is 
vital in cross-border decisions. 
 RQ36 - Corporate governance significantly decides. 
 RQ37 – There have been engagements in FDI to primarily seek resources. 
 RQ38 - There have been engagements in FDI to primarily seek markets. 
 RQ39 - There have been engagements in FDI to primarily seek efficiency. 
 RQ40 - Host countries with complicated employee dismissal practices deter from 
investing in them. 
 
Table 4.8: FDI Determinants–Business Environment mean scores (%) 
Theory 
 
 
Strongly 
Disagree 
 
Disagree 
 
Neutral 
 
Agree 
 
Strongly 
Agree 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   
/ 
Accept 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
72 
 
RQ30 
 
- 
 
1 
(2.6) 
16 
(42.1) 
20 
(52.6) 
1 
(2.6) 
3.55 .098 5.662 .000 Reject 
RQ31 
 
- 4 
(10.5) 
6 
(15.8) 
19 
(50.0) 
9 
(23.7) 
3.87 .147 5.912 .000 Reject 
RQ32 
 
- - 
 
4 
(10.5) 
9 
(23.7) 
25 
(65.8) 
4.55 .111 13.959 .000 Reject 
RQ33 
 
- 
 
4 
(10.5) 
11 
(28.9) 
11 
(28.9) 
12 
(31.6) 
3.82 .164 4.981 .000 Reject 
RQ34 
 
1 
(2.6) 
- 5 
(13.2) 
24 
(63.2) 
8 
(21.1) 
4.00 .125 7.994 .000 Reject 
RQ35 
 
4 
(10.5) 
- 
 
4 
(10.5) 
23 
(60.5) 
7 
(18.4) 
3.76 .179 4.272 .000 Reject 
RQ36 
 
- 
 
4 
(10.5) 
8 
(21.1) 
13 
(34.2) 
13 
(34.2) 
3.92 .162 5.696 .000 Reject 
RQ37 
 
- 
 
1 
(2.6) 
7 
(18.4) 
18 
(47.4) 
12 
(31.6) 
4.08 .127 8.480 .000 Reject 
RQ38 
 
- 4 
(10.5) 
11 
(28.9) 
4 
(10.5) 
19 
(50.0) 
4.00 .181 5.529 .000 Reject 
RQ39 
 
- 
 
4 
(10.5) 
14 
(36.8) 
16 
(42.1) 
4 
(10.5) 
3.53 .135 3.910 .000 Reject 
RQ40 
 
- 
 
2 
(5.3) 
17 
(44.7) 
11 
(28.9) 
8 
(21.1) 
3.66 .143 4.617 .000 Reject 
 
Table 4.8 shows the mean scores of the constructs of FDI Determinants – Business 
Environment in which once again, all 11 constructs have a significant positive effect. As 
such, it’s also clear that FDI Determinants – Business Environment as a domain is highly 
regarded as a positive factor or pull determinant of successful internationalisation strategies. 
Within this domain, RQ32 has the highest mean score, indicating high value placed on all 
shareholders and their protection at law by the internationalisation managers surveyed. This 
factor reflects the value placed on ethical behaviour and good corporate governance, the 
effect of adherence to The King Series – a requirement for listing on the Johannesburg Stock 
Exchange (JSE) – by the South African CBOs. It is not surprising that protection of minority 
shareholders, a tenet in the King Series, is highly considered by these organisations as it is 
a requirement by the JSE to subscribe to the King Series. 
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4.3.1.6 Deposition of FDI Determinants–Country governance mean scores (%) 
 
The domain of FDI Determinants–Country governance had eight constructs coded RQ41 to 
RQ48 and defined as follows:    
 RQ41 - Organisation regards political risk as a deterrent to our investment when 
considering which host country to invest in. 
 RQ42 - Failure of governments always scamper our FDI plans. 
 RQ43 – Belief that a host government must just provide a conducive investment climate 
for investors, no need to directly participate in projects on the ground. 
 RQ44 - Corporate values do not allow investing in host countries that have a history of 
failed governments. 
 RQ45 - Culture clash of the host country has a strong bearing on the decision to enter 
or not to enter a host country. 
 RQ46 - High levels of corruption is a major deterrent in efforts to enter foreign markets.  
 RQ47 - In the organisation, political risk is a threat to foreign investment. 
 RQ48 - Attitude of our home country (South Africa) towards the host country significantly 
influences the final investment host country.   
 
Table 4.9: FDI Determinants–Country governance mean scores (%) 
Theory 
 
 
Strongly 
Disagree 
 
Disagree 
 
Neutral 
 
Agree 
 
Strongly 
Agree 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   
/ 
Accept 
RQ41 
 
- 
 
2 
(5.3) 
8 
(21.1) 
23 
(60.5) 
5 
(13.2) 
3.82 .118 6.890 .000 Reject 
RQ42 
 
- 12 
(31.6) 
8 
(21.1) 
13 
(34.2) 
5 
(13.2) 
3.29 .172 1.679 .102 Reject 
RQ43 
 
4 
(10.5) 
7 
(18.4) 
4 
(10.5) 
5 
(13.2) 
18 
(47.4) 
3.68 .242 2.830 .007 Reject 
RQ44 
 
4 
(10.5) 
- 
 
7 
(18.4) 
14 
(36.8) 
13 
(34.2) 
3.84 .198 4.256 .000 Reject 
RQ45 
 
- 1 
(2.6) 
12 
(31.6) 
5 
(13.2) 
20 
(52.6) 
4.16 .158 7.333 .000 Reject 
RQ46 
 
8 
(21.1) 
- 
 
4 
(10.5) 
12 
(31.6) 
14 
(36.8) 
3.63 .246 2.571 .014 Reject 
RQ47 4 - 13 17 4 3.45 .172 2.607 .013 Reject 
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Theory 
 
 
Strongly 
Disagree 
 
Disagree 
 
Neutral 
 
Agree 
 
Strongly 
Agree 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   
/ 
Accept 
 (10.5) (34.2) (44.7) (10.5) 
RQ48 
 
- 
 
- 9 
(23.7) 
25 
(65.8) 
4 
(10.5) 
3.87 .094 9.269 .000 Reject 
 
Table 4.9 shows the mean scores of the constructs of FDI Determinants – Country 
governance. Even though all eight constructs have a significant positive effect, it must be 
noted that the mean values are less in magnitude compared to the previous domain. This 
implies that the surveyed managers place lower reliance on issues embodied in this domain 
than they do for other domains in their internationalisation decisions. However, the 
managers are still wary of how culture clash may affect their business (RQ45). This may 
imply that a lot more resources go into creating strategies that avoid culture clashes in host 
countries. The theme that is developing shows that South African CBOs would favour a 
gradual acquisition or integration based on use of accumulated knowledge. Also, they would 
consider the potential of the market that is in turn supported by manageable excessive 
budget deficits. Factor 45 implies that they would also favour a market that they share some 
commonality with in terms of culture, be it some dialects or way of life as examples.  
 
4.3.1.7 Deposition of internationalisation of service organisations mean scores (%) 
 
The domain of internationalisation of service organisations had the highest number of 
constructs at 12, coded RQ49 to RQ60 and defined as follows:    
 RQ49 - Strategies and modes of entry for internationalisation of service organisations 
are different from those of manufacturing firms.  
 RQ50 - Our experience is that availability of critical knowledge in the host country is 
crucial for our success there. 
 RQ51 - The decision to engage in FDI by our organisation has largely to do with taking 
advantage of market imperfections in the host country. 
 RQ52 - Service organisations require to customise their service offering in the host 
country in order to be successful there. There is no such thing as homogeneous service. 
 RQ53 - Belonging to a particular sector supported by the SA government has enabled 
our company to be able to engage in FDI in this host country we are in.  
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 RQ54 - The multi-disciplinary nature of service organisations often enables them to 
better spot opportunities for global integration and consequential FDI. 
 RQ55 - Our Company as a South African service MNE has used innovative capabilities 
to enter foreign markets more than anything else.  
 RQ56 - Saturation of the SA domestic markets have caused us to engage into FDI. 
 RQ57 - We are very much concerned about reputation when we present our service 
offering in host countries under FDI. 
 RQ58 - Our organisation would not have engaged in FDI if we didn’t have our clients 
engaging in FDI and cross-border transactions. 
 RQ59 - As a pointer to FDI, we have used export services to a minimum, otherwise we 
have directly engaged in FDI. 
 RQ60 - Domestic industry deregulation policies have largely led us to enter new markets 
as FDI. 
 
Table 4.10: Internationalisation of service organisations mean scores (%) 
Theory 
 
Neutral=3 
 
False=4 
 
True 
=5 
 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   / 
Accept 
RQ49 
 
- 17 
(44.7) 
21 
(55.3) 
4.55 .082 18.994 .000 Reject 
RQ50 
 
- 19 
(50.0) 
19 
(50.0) 
4.50 .082 18.248 .000 Reject 
RQ51 
 
8 
(21.1) 
16 
(42.1) 
14 
(36.8) 
4.16 .122 9.463 .000 Reject 
RQ52 
 
5 
(13.2) 
11 
(28.9) 
22 
(57.9) 
4.45 .117 12.323 .000 Reject 
RQ53 
 
5 
(13.2) 
16 
(42.1) 
17 
(44.7) 
4.32 .114 11.562 .000 Reject 
RQ54 
 
3 
(7.9) 
8 
(21.1) 
27 
(71.1) 
4.63 .103 15.880 .000 Reject 
RQ55 
 
- 18 
(47.4) 
20 
(52.6) 
4.53 .082 18.594 .000 Reject 
RQ56 
 
4 
(10.5) 
20 
(52.6) 
14 
(36.8) 
4.26 .105 12.082 .000 Reject 
RQ57 8 4 26 4.47 .135 10.948 .000 Reject 
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Theory 
 
Neutral=3 
 
False=4 
 
True 
=5 
 
 
Mean 
Std. 
Error 
Mean 
 
T(p) 
 
p-
value 
Reject   / 
Accept 
 (21.1) (10.5) (68.4) 
RQ58 
 
9 
(23.7) 
15 
(39.5) 
14 
(36.8) 
4.13 .126 8.977 .000 Reject 
RQ59 
 
3 
(7.9) 
18 
(47.4) 
17 
(44.7) 
4.37 .103 13.319 .000 Reject 
RQ60 
 
9 
(23.7) 
20 
(52.6) 
9 
(23.7) 
4.00 .113 8.838 .000 Reject 
 
Table 4.10 shows the mean scores of the constructs of internationalisation of service 
organisations, in which all 12 constructs have a significant positive effect. It must be noted 
that the mean values are the largest in magnitude of all the domains, in fact there was not a 
single disagreement. One would therefore expect this domain to have the largest positive 
influence and impact on successful internationalisation strategies. Managers agree more 
positively on RQ54 than for any other construct in this domain, implying that the multi-
disciplinary nature of service organisations is considered quite critical in cross-border 
decisions as these organisations leverage on their multi-disciplinary nature to take 
advantage of opportunities in host countries. The emerging theme then shows that 
internationalisation managers of service CBOs find it easier to sell their services in a host 
country because they are able to change the service configuration to suit the new market. 
This change may be spotted anywhere in the distribution channel.  
 
4.4 QUANTITATIVE INFERENCES 
 
To create a single latent construct for each of the seven domains above, a sum score is 
created by summing the responses of all the constructs under that domain and provides a 
means to translate Likert Scale data to quantitative ratio data. Taking the first domain 
(internationalisation theories with 4 constructs) for instance; a respondent who responded 
on all four questions would have an internationalisation theories’ sum score value between 
four (having responded 1 throughout) and 20 (having responded 5 throughout). The higher 
the sum score, the more the level of agreement and efficacy of the domain as a determinant 
to successful internationalisation strategy.  
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
77 
 
 
This allows for thresholds to be set as follows; a sum score of one or two will be regarded 
as poor (owing to the disagreement that the construct is determinant to successful 
internationalisation strategy), a three will be regarded as neutral and a four or five will be 
regarded as good (owing to the agreement that the construct is determinant for successful 
internationalisation strategy) as per the coding of the questionnaire. This implies the 
Internationalisation theories’ sum score, consisting of four constructs in the domain, will be 
regarded as low when between four and eight (4x1 – 4x2), high when between 16 and 20 
(4x4 – 4x5) and by implication, average when between nine and 15.  
 
The sum scores for the seven domains are therefore coded as follows: 
 Sumsc_1: Internationalisation theories  
 Sumsc_2: FDI Determinants  
 Sumsc_3: FDI Determinants – Institutional framework  
 Sumsc_4: FDI Determinants – Macroeconomic  
 Sumsc_5: FDI Determinants–Business Environment  
 Sumsc_6: FDI Determinants–Country governance  
 Sumsc_7: Internationalisation of service organisations   
 
One of the main requirements for most z-wald / normal tests is that the response is normally 
distributed. Figure 4.2 shows the Q-Q plots of the seven domains. It can be inferred that 
there are no serious departures from normality and the use of normal tests will be feasible. 
Also, there are no heavy tails suggesting a situation of too many respondents having too 
low or too high sum scores. The advantage of such a finding, is that it provides evidence for 
generalisations beyond the study population and enhances probability-based forecasting 
and not be worried about skewed distributions.  
 
Estimated Distribution Parameters 
 Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Normal 
Distribution 
Location 15.05 27.63 32.95 31.97 42.74 29.74 52.37 
Scale 2.681 4.564 2.660 4.258 4.706 5.264 1.880 
The cases are unweighted. 
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Figure 4.2: Q-Q plots of the 7 domains  
 
The figures above show the estimated mean values for the transformed sum score attributes 
as well as the estimated variance (scale) assuming the normal distribution. Generally, 
statistical precision is more pronounced with smaller variability as that represents less risk, 
more consistency as well as greater accuracy in forecasting. The inference that can be made 
is that the least variability, representing more consistence, is with Sumsc_7 
(Internationalisation of service organisations) followed by Sumsc_1 (Internationalisation 
theories). On the other hand, the highest variability lies with Sumsc_6 (FDI Determinants–
Country governance) followed by Sumsc_5 (FDI Determinants–Business environment). The 
rest of the Q-Q Plots are shown in Annexure 4.  
 
In terms of the developing theme, this means that South African internationalisation 
managers regard the multi-disciplinary characteristic of service CBOs as better suited for 
internationalisation than manufacturing CBOs because of their ability to augment the product 
easily and faster to take advantages of the opportunities being presented by the host market 
(Sumsc_7). Such CBOs further enjoy exploitation of these opportunities if their presence in 
the host market has been a result of gradual acquisition or integration (Sumsc_1). Managers 
are not in agreement when it comes to the effect of Country governance and Business 
environment as determinants of FDI (Sumsc_6 and Sumsc_5 respectively). 
 
4.5  EFFECT OF DEMOGRAPHICS ON THE DOMAINS 
 
The sections below profile the effect of the demographics on the domains. The tables for 
each specific aspect of demographics are in Annexure 5. There were 10 more males than 
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females and it would appear that on average, the males answered with more consistency 
than females across the domains due to smaller standard deviations. 
 
The distribution by age group across the domains (Annexure 5) shows that the 36 – 40 
appears more consistent due to smaller standard deviations. One would expect this age 
group to be consolidating in its learned knowledge on internationalisation of businesses, 
sharing of similar knowledge and a high affinity to carry out their duties consistently in order 
to become better senior managers. 
 
The results in Annexure 5 also show that the distribution by profession across the domains 
suggests that Sumsc_7 (Internationalisation of service organisations) was the more 
consistently evaluated domain across all levels of professions. Experience across the 
domains shows that in two levels, there was only a single response (and in such instances, 
standard deviation is not applicable). Yet again, Sumsc_7 (Internationalisation of service 
organisations) was the more consistently evaluated domain across all levels of professions. 
  
The distribution by career across the domains in Annexure 5 shows more inclination towards 
consistence by the professional category in comparison to all others. Yet again, Sumsc_7 
(Internationalisation of service organisations) was the more consistently evaluated domain 
across all levels. 
 
These results further support the emerging theme of service CBOs being better placed for 
internationalisation than their manufacturing counterparts. This belief is not influenced 
otherwise by Profession, Experience or Career. It remains dominant in all three spheres of 
demographics. 
 
 4.5.1 ANOVA 
 
This section discusses the effect of each demographic variable of the seven domains (The 
tables of the results are shown in Annexure 6). The null hypothesis tested in each case is 
that the factor (highlighted in yellow) has no effect on or is not associated to the sum score 
domain, the alternative being that the factor does indeed have an effect. A small p-value 
(Asymp. Sig) less than 0.05 will imply that the null hypothesis is rejected and conclude a 
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significant effect. To ascertain such an effect, contrasts across the levels of the factor can 
then be analysed. 
 
The results in Annexure 6 show association in two instances only, gender is associated to 
Sumsc_4 (FDI Determinants – Macroeconomic). This could possibly imply that a particular 
gender takes a keener interest in the effect of macro-economic factors in determining the 
course of their internationalisation strategies than the other. Secondly, qualification is 
associated to Sumsc_3 (FDI Determinants – Institutional framework). This may imply that 
informed managers take a keen interest in the working of the institutions and their effect on 
internationalisation decisions, as these institutions are critical to investment protection. 
 
4.5.2 Effect of gender on Sumsc_4: FDI Determinants – Macroeconomic  
 
The means and box plot below (Figure 4.3) shows a marked difference in mean Sumsc_4 
(FDI Determinants – Macroeconomic) between the two gender groups. This can be 
attributed to minimum enthusiasm within the female managers when it comes to factoring in 
macroeconomic factors in their internationalisation decisions.  
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Figure 4.3: Gender effect on Macroeconomic 
 
4.5.3 Effect of qualification on Sumsc_3: FDI Determinants – Institutional framework 
 
The means and box plot below (Figure 4.4) shows a marked difference in mean Sumsc_3 
(FDI Determinants – Institutional framework) between the levels of qualification and the 
more the qualified, the lesser inclined. There is large variability in two groups namely the 
diploma and the 1st degree holders in their Sumsc_3 (FDI Determinants – Institutional 
framework) assessment. This could possibly be a result of more qualified managers taking 
a general view of understanding the working of institutional framework, while the less 
qualified taking a keener interest as they try to prove themselves practically. 
 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
82 
 
 
 
 
Figure 4.4 Qualification effect on Institutional framework  
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4.5.4 Cross tabulations of demographic variables 
 
The significant cross tabulations of associations between demographic variables on their 
own were as shown below in Figure 4.5. 
 
Crosstab of Age and Profession 
 
Profession 
Total Accountancy Management Marketing Strategy 
Age (<35] Expected Count .5 1.2 1.6 1.7 5.0 
% within Age 0.0% 60.0% 20.0% 20.0% 100.0% 
% within Profession 0.0% 33.3% 8.3% 7.7% 13.2% 
Residual -.5 1.8 -.6 -.7  
[36-40] Expected Count .4 .9 1.3 1.4 4.0 
% within Age 25.0% 50.0% 25.0% 0.0% 100.0% 
% within Profession 25.0% 22.2% 8.3% 0.0% 10.5% 
Residual .6 1.1 -.3 -1.4  
[41-45] Expected Count .5 1.2 1.6 1.7 5.0 
% within Age 60.0% 20.0% 20.0% 0.0% 100.0% 
% within Profession 75.0% 11.1% 8.3% 0.0% 13.2% 
Residual 2.5 -.2 -.6 -1.7  
[46-50] Expected Count .7 1.7 2.2 2.4 7.0 
% within Age 0.0% 0.0% 42.9% 57.1% 100.0% 
% within Profession 0.0% 0.0% 25.0% 30.8% 18.4% 
Residual -.7 -1.7 .8 1.6  
[51-55] Expected Count .6 1.4 1.9 2.1 6.0 
% within Age 0.0% 50.0% 33.3% 16.7% 100.0% 
% within Profession 0.0% 33.3% 16.7% 7.7% 15.8% 
Residual -.6 1.6 .1 -1.1  
[56-60] Expected Count .6 1.4 1.9 2.1 6.0 
% within Age 0.0% 0.0% 33.3% 66.7% 100.0% 
% within Profession 0.0% 0.0% 16.7% 30.8% 15.8% 
Residual -.6 -1.4 .1 1.9  
[60+) Expected Count .5 1.2 1.6 1.7 5.0 
% within Age 0.0% 0.0% 40.0% 60.0% 100.0% 
% within Profession 0.0% 0.0% 16.7% 23.1% 13.2% 
Residual -.5 -1.2 .4 1.3  
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Profession 
Total Accountancy Management Marketing Strategy 
Total Expected Count 4.0 9.0 12.0 13.0 38.0 
% within Age 10.5% 23.7% 31.6% 34.2% 100.0% 
% within Profession 100.0% 100.0% 100.0% 100.0% 100.0% 
 
Chi-Square Tests 
 Value df Asymp. Sig. (2-sided) 
Pearson Chi-Square 34.170a 18 .012 
Likelihood Ratio 36.101 18 .007 
Linear-by-Linear Association 9.360 1 .002 
N of Valid Cases 38   
a. 28 cells (100.0%) have expected count less than 5. The minimum expected count is .42. 
 
Figure 4.5: Cross tabulation: Age versus Profession 
 
The above implies that Age is significantly associated to Profession. This may explain why 
older managers, who may generally be regarded as more qualified, believe more in the 
understanding of the working of the institutional framework than their younger counterparts 
who are yet to attain the experience (Section 4.5.3). Two more significant cross tabulation 
associations determined to be significant were Experience versus Career and Qualification 
versus Career. These can be found in Annexure 7. 
 
The implications of these cross-tabulation relationships can be explained in the following 
way:  
- Age versus Profession: The older a manager was, the more they were expected to be 
an expert in their profession and therefore be more valuable in internationalisation 
decisions irrespective of their actual profession as some of these managers were 
marketers or sales managers.  
- Experience versus career: Experience was significantly associated with career, 
implying that most of the surveyed managers stuck to their careers, proving to be 
valuable in decision making for FDI. In terms of the emerging theme, this means the 
more a manager stays in their career, the more they attain the experience which helps 
them to make better informed decisions. 
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- Qualification versus Career: As they grew in their careers, they also attained higher 
qualifications.  
 
4.6 DATA DIMENSION REDUCTION RELATIONSHIPS 
 
To determine the relative importance of the significant factors or determinants behind 
successful internationalisation strategies, Sumsc_1 is treated as a response variable and 
the other six domains as predictors. The regressions results are shown in Annexure 8, and 
these showed that only Sumsc_3 has a significant regression relationship (p-value of 0.013 
which is less than 0.05); and that a unit increase in Sumsc_3, Sumsc_1 increases by 51.4%. 
This implies that Institutional framework has a significant impact on internationalisation 
decisions based on known theories (Sumsc_1). 
 
The results in Annexure 8, Table A8.2 show the output from principal components and it 
must be noted that there are three predominant factors that account for 75.2% of total 
variation. Using Automatic Linear Models, the underlying latent variables are identified as 
shown in Annexure 8, Figure A8.3. 
 
The results show that the latent variables are therefore greatly influential on Sumsc_1. In 
order of importance are Sumsc_3, Sumsc7 and Sumsc_5. In the final interpretation, it must 
be noted that Sumsc_5 is negatively phrased and that Sumsc_7 is also negatively scored, 
hence the effects represented are therefore all positive effects. These results imply that once 
again institutional framework, business environment and issues discussed under the domain 
of internationalisation of service organisations are major considerations in 
internationalisation decisions, further supporting the emerging theme. 
 
4.7 MODEL DIAGNOSTICS 
 
It is important to note that the information criterion also aligns the coefficient of 
determination, attesting to the credibility of the results obtained (the smaller the better). The 
information criteria for the above model is as shown in Table 4.11 and accounts for 34.5% 
variability of Sumsc_1, from the 3 predictors Sumsc_3, Sumsc_7 and Sumsc_5. This 
percentage is small, and the model is therefore considered a good fit. 
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Table 4.11: Latent variables  
 
 
4.8 RELIABILITY AND VALIDITY ANALYSIS 
 
Sound research depends on reliable and valid measurements. Measurements are reliable if 
they are repeatable and only vary by random error. Reliability is a measure of internal 
consistency, for example in a questionnaire; it is the measure by which the data collection 
exercise is evaluated to see if it gathered data that is deemed dependable, consistent and 
adequate for statistical analysis. Internal consistency is a measure of correlation of scale 
items. If a number of scale items are measuring the same construct, we expect all those 
scale items to be correlated with each other. Thus, a low measure of correlation will indicate 
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low internal consistence within the scale items. In such a case, the scale item/s may need 
to be investigated for errors.  
 
The internal consistency measurement scales in this research were assessed using 
Cronbach’s Coefficient Alpha (α). A high coefficient for Cronbach’s Alpha is always ideal as 
it indicates that the scale items are strongly related and therefore measuring the same 
construct. The generally acceptable Cronbach’s α coefficient must be at least 0.70. 
Fulfilment of this necessary condition will mean a reliable statistical analysis. The reliability 
analysis in this study was performed using SPSS v.23 and the results are presented in Table 
4.12. The following models of reliability are available: 
 
Table 4.12 Cronbach’s alpha values 
Reliability Statistics 
Cronbach's Alpha 
Cronbach's Alpha Based on 
Standardized Items N of Items 
.974 .977 7 
 
Item-Total Statistics 
 
Scale Mean if 
Item Deleted 
Scale Variance 
if Item Deleted 
Corrected Item-
Total 
Correlation 
Squared 
Multiple 
Correlation 
Cronbach's 
Alpha if Item 
Deleted 
Sumsc_1 217.39 93.435 .920 .890 .972 
Sumsc_2 204.82 60.371 .926 .866 .970 
Sumsc_3 199.50 75.716 .924 .874 .969 
Sumsc_4 200.47 102.040 .857 .816 .972 
Sumsc_5 189.71 99.130 .784 .718 .975 
Sumsc_6 202.71 91.563 .912 .901 .970 
Sumsc_7 180.08 84.561 .910 .901 .970 
 
There was a good internal consistency in the items measuring all constructs as observed by 
the alpha being greater than 0.7 within all nine constructs. This test confirms that the 
questionnaire was a reliable data collection tool in this research and that the data was 
appropriate for further analysis.  
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CHAPTER 5 
DISCUSSION OF FINDINGS AND CONCLUSIONS 
 
5.1  INTRODUCTION 
 
This chapter presents the discussions on findings of the research and their implications. It 
brings together the qualitative and quantitative findings, contextualising them within the 
research topic. Where findings are consistent with literature, the researcher points this out, 
and where new findings have been discovered, this is also highlighted. Explanations of these 
findings are given within the scope of the research. Recommendations of the research are 
also presented, followed by a conclusion discussing on areas of future research. 
 
5.2  THE EMERGING THEME AND ASSOCIATED FINDINGS 
 
Research sub-questions are stated below for easy of reference. These were stated in 
Chapter 1 as follows:  
1) What are the relevant pull determinants of internationalisation strategy? 
2) What are the relevant push determinants of an internationalisation strategy? 
3) How are these determinants specific to South African organisations? 
 
The above research sub-questions have been fundamental in the creation of the research 
questionnaire. The tenets of the emerging main theme as drawn from the questionnaire 
questions and presented below: 
 
RQ1 - First, FDI decisions are largely influenced by the gradual acquisition, integration and 
use of knowledge about foreign markets. This statement is consistent with the Uppsala 
internationalisation theory by Johanson and Vahlne (1977), which means that this theory 
still shapes decisions made by most South African internationalisation managers surveyed 
in this study. This is contrary to literature that argues that the most dominant 
internationalisation theory is the Eclectic framework (EF) of 2000 by Dunning. 
 
RQ5 - Entry into foreign markets is also influenced by higher income among potential 
customers in the domestic market. Higher incomes among potential customers create an 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
89 
 
attractive market as a pull factor. The study found that South African service organisations 
would choose markets that are characterised by high income potential even though they 
may be politically unstable. 
 
RQ17 - The quality of the host country legal system has no major influence on our 
investment decision. Although literature states that the regulatory burden and the rule of law 
affect the choice of an internationalisation strategy (Naudé & Krugell, 2011), in this study 
the respondents did not regard this as a major consideration in making their decisions. This 
was unique to South African service organisations as they believed they were able to 
circumnavigate this impediment. It was found that they relied on their ability to follow rules 
and regulations as stated by the host countries.  
 
RQ28 - Excessive budget deficits have in the past caused companies to pull plans to enter 
an otherwise attractive host country. This statement is consistent with literature where 
excessive budgets were a major determinant of where to invest by South African managers 
(Jadhav, 2012; Luiz & Stephan, 2012: Shahzad & Al-Swidi, 2013). However, in this study it 
was not a major determinant. South African service organisations placed their reliance on 
the buying power of the potential market. 
 
RQ32 - Plans have been pulled in the past to enter host countries that do not have sound 
legal protection for minority shareholders. The responses in this study confirmed this. This 
was consistent with literature, where it is pointed out that corporate governance that protects 
minority shareholders was a major consideration in internationalisation decisions (Dunning, 
1993; Roe & Vatiero, 2015). 
 
RQ45 - Culture clash of the host country has a strong bearing on the decision to enter or 
not to enter a host country.  
 
RQ54 - The multi-disciplinarily of service organisations often enables them to better spot 
opportunities for global integration and consequential FDI. This is consistent with literature: 
Berrill and Kearney (2010) state that globalisation of the world’s service sector has created 
cross-border internationalisation opportunities, spanning across cultural distances. As 
stated in literature, multi-disciplinarily is a result of innovative capability of the service 
enterprise (Castalleci, 2010). Multi-disciplinarily therefore seems to enable service CBOs to 
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leverage on resources, and efficiency in the host country, a conclusion consistent with 
Dunning’s theory of resource-seeking and efficiency-seeking (Dunning, 1993). These 
behaviours positively influence revenue-seeking behaviour, one of the major considerations 
by South African internationalisation managers as found in a local study by Luiz and 
Chalarambous (2012). 
 
The description of the emerging theme is completed by the fact that the longer a manager 
stays in their career, the more they attain the experience that helps them to make better 
informed decisions, coming up with the above theme. 
 
The discussion above further develops the emerging main theme. Overlaying it by 
descriptives of the main theme emerging from the qualitative analysis (Theme 4, 
Organisational longevity), it is therefore found that CBOs leverage on accumulated 
organisational knowledge to establish organisational longevity in host markets. They 
achieve this by leveraging networks, business dealings and choice of entry mode. They 
support this endeavour by strictly applying the dictates of the Kind Code Series as well as 
the Sabines-Oxley Act. From the qualitative results, it was also found that the theme of 
Organisational longevity is affected by excessive budget deficits in the host countries, so 
managers consider this determinant in their decisions. 
 
By inference the findings or conclusions can now be drawn in light of the literature discussed 
in this study. The following findings are discussed within the context of literature review and 
research questions in the order stated above. 
 
Finding 1: This study revealed that most South African service managers are sceptical 
about making internationalisation decisions based on the nature of product to first trade 
across the border. Instead, they believe that gradual acquisition, integration including the 
use of knowledge about foreign markets and issues of cost and control of their operations 
largely influence their FDI decisions. Indeed, two themes from qualitative results, Creation 
and protection of shareholder value and Creating a sustainable business reflected a trend 
of considering cost and control issues. This finding is inconsistent to a certain extent with 
literature, reflecting perhaps a changing trend from almost ten years; a study by Luiz and 
Charalambous (2009) found that South African service organisations were strongly 
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influenced by the political, economic stability, the degree of available infrastructure in terms 
of information and communication technology of the host country.  
 
Indeed, it is a changing trend as in 2012, the same authors found that South African service 
organisations preferred a majority stakeholder joint venture with a local organisation or 
through an FDI. Issues of cost and control of investment seem to now be playing a major 
part in cross-border decision making. Such changing trends also result in these 
organisations aligning their entry modes to African countries to choices that reflect their 
concerns, choosing FDI and majority stakeholder joint ventures over agency trading or 
exports. 
 
Finding 2: Firstly, internationalisation strategies of South African services cross-border 
organisations are largely backed by market size, its growth and the market buying power 
potential. Political, legal framework and support from trade agreements signed by the two 
governments come in support after they have considered the above three aspects. 
Secondly, both sets of data, qualitative and quantitative support this finding, reflecting that 
these organisations build in the themes of Organisational longevity and Organisational 
sustainability in their internationalisation decisions. Political and legal framework issues are 
still considered, although to a lesser extent than in previous years. This is consistent with 
the finding by Daszkiewicz and Wach (2014), who found that some service organisations 
preferred FDI as opposed to entering the market incrementally as advocated by the Uppsala 
incremental model (UIM). Finally, however, persistent budget deficits are still a concern, 
given their effect on the disposable income of the market that determines the buying 
potential of the market. 
 
Finding 3: South African service cross-border organisations value a conducive business 
environment that is well supported by positive macroeconomic fundamentals. In considering 
their decisions, these managers also seek a robust legal framework that protects their 
investment. This finding was supported by both sets of data; the qualitative analysis reflected 
a theme of Responsible investing .Quantitative analysis showed that how host countries are 
governed was not much of a consideration by many South African internationalisation 
managers. This finding was consistent with literature. Cahen, Lahiri and Borini (2016) found 
that perceptions of barriers to internationalisation are now mainly (a) organisation's external 
institutional environment, (b) organisation's capabilities, and (c) organisation's human talent. 
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Luis-Bekaert et al. (2014) found that cross-border organisations are turning political risks 
into opportunities. However earlier studies (e.g. Lee, Biglaiser & Staats, 2014 on work 
covering 1980 -2006) found that positive country governance issues were a major pull 
determinant as opposed to negative country governance issues. Host country governance 
issues therefore are decreasingly being considered in internationalisation decisions. 
 
Finding 4: Organisational capability to leverage competitive advantages, trade agreements 
and timing of entry. The analysis of both sets of results shows that South African service 
cross-border organisations consider mature domestic markets, not so benign competitive 
globalisation, and existence of trade pacts in their quest for Organisational longevity and 
Organisational sustainability themes. Indeed, the domain of Deposition of 
Internationalisation of service organisations reveal that service internationalisation 
managers seriously consider a mixture of factors, increasingly being aware of the potential 
that service organisations possess in internationalisation strategies. Managers are realising 
that they can leverage the multi-disciplinary nature of their service organisations in setting 
foot in host countries. This finding was consistent with literature where Zhang and Daly 
(2011) found that saturation of local markets due to coming in of foreign organisations was 
leading to managers internationalising.  
 
This finding reflects that trade pacts create a positive attitude between the concerned 
countries. South African internationalisation organisations are therefore leveraging from a 
pre-existence of a ‘warm attitude’ to invest in host countries when the timing is right. This 
finding is consistent with literature where Goswami and Haider (2014) found that attitude of 
the partner country towards the host country affects FDI flow between the two countries. 
 
Finding 5: Choice of entry mode is largely influenced by the nature of an organisation. This 
study is on the internationalisation of service organisations. Qualitative results reveal that 
South African service cross-border organisations leverage from accumulated organisational 
knowledge through networks and business dealings in order to make an informed decision 
on the choice of entry mode. Furthermore, an entry mode that supports a sustainable long 
term competitive advantage was favoured. This evidence is consistent with findings by 
Meyer et al. (2015), being that the mode of entry for service cross-border organisations is 
normally a function of their internationalisation strategy determinants. In this regard, 
quantitative analysis (Section 4.3.1.6) further show that most managers have at one point 
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used export as an initial entry mode, which then quickly changed as they realised that they 
could leverage from the multi-disciplinary aspect of their service organisations. Respondents 
in the interviews conducted alluded to the need of dealing with repeat business for service 
organisations, a reality that made them abandon export or alliance business in preference 
to FDI. 
 
The above findings supported by empirical evidence lead to a number of recommendations 
that internationalisation managers may wish to consider in their decisions. 
 
 CHAPTER 6 RECOMMENDATIONS AND CONCLUSION 
 
Emanating from the findings, this study makes a number of recommendations that service 
organisation internationalisation managers may consider when they embark on decision 
processes to enter host countries; 
 
1. The importance of the recognition of the ever-changing trends and factors to consider 
 when making internationalisation decisions. Internationalisation managers need to 
 understand that factors that were major determinants in the last decade or so may 
 not be so influential in the current decade. After creating a pool of the current 
 determinants, it is recommended that managers be guided by their values in choosing 
 a host country. 
 
2. It appears that service cross-border organisations enjoy an advantage over 
manufacturing organisations because of their multi-disciplinary nature. In that regard, 
managers are encouraged to take advantage of this characteristic and create a 
product offering that is flexible and responsive enough to appeal to the host market 
without endangering the organisational reputation. Reputation concerns were 
strongly noted as a factor in both sets of data analysed.  
 
3. A careful examination on organisational capabilities and resources against a mode 
 of entry is always a good thing to do. Some modes are less costly than the others, 
 for example, alliance and joint ventures may be less costly than FDI. Also, a critical 
 advantage of such modes of entry is that they afford the organisation the opportunity 
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 to learn from  the local partner as they build their knowledge base before committing 
 more resources.  
 
4. Even though some particular factors may be more critical at a certain juncture than 
 the others, it is recommended that assessment of all factors be done at any time that 
 factors are being assessed in order to keep track of changing trends. 
 
 
Firstly, one key pertinent finding of this research is that internationalisation strategies of 
South African services cross-border organisations are largely backed by market size, its 
growth and the market buying power potential. Literature points out that European 
organisations still consider political and legal framework as their main key determinants for 
African investments (Bernoth & Colavecchio, 2014). South African service cross-border 
organisations are able to make these decisions and act on them faster than their European 
counterparts, mainly because of proximity and better knowledge of Africa. They are able to 
do this better as well, mainly because their capital investment does not normally result in 
creating or owning fixed assets for production of goods. Theirs is mainly service production. 
 
Finally, while this study has created a number of findings and recommendations that may 
aid service organisations in their internationalisation decision making process, it is worth 
noting that manufacturing organisation managers may be aided by making the findings of 
this study a departure point. In so doing, managers must recognise the difference in the 
product offerings of the two types of organisations in coming up with strategies and entry 
modes. There is therefore the need to conduct further studies on how a manufacturing 
organisation would approach the issue of internationalisation as opposed to a service 
organisation. In this study, a service organisation has been considered to be purely a service 
providing organisation, but because of the theory of convergence, the trend is such that 
even manufacturing organisations are now producing products that are augmented with a 
service. An area of future research would be to look at how such organisations may 
internationalise, and then compare and contrast their experiences. 
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ANNEXURE 1: FACTOR ANALYSIS RESULTS 
 
 
Figure A1: Scree plot showing the amount of variance accounted for by each of the 60 factors 
 
Figure A2: Scree plot showing the amount of variance accounted for by each of the 48 factors 
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Figure A3: Scree plot showing the variance explained and the cumulative variance accounted for by 
the 60 factors 
 
 
Figure A4: Scree plot showing the variance explained and the cumulative variance accounted for by 
the 48 factors 
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ANNEXURE 2: THE SURVEY QUESTIONNAIRE 
 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
Dear Respondent, 
 
I am a Master in Business Management student at University of Johannesburg conducting 
an academic research in particle fulfilment of the degree program. My research title is: 
Internationalisation Strategy: South African Service Firms Venturing into Africa. 
 
The requirements of the degree program are such that a questionnaire such as below be 
completed by various respondents. To this regard I kindly request that you complete the 
below questionnaire. There is no right or wrong answer. Your responses will assist me to 
gain a deeper understanding of the constructs under consideration. This questionnaire has 
been designed to take no more than 20 minutes of your time. Please note that your 
participation is voluntary, and you can withdraw at any time without recourse. All 
responses will be kept confidential. Should you have any concerns, please contact myself 
or my supervisor. Details are given below.  
 
Name: Melusi Gumbi  
Email: melusi.gumbi@gmail.com 
Mobile: +27829082442 
 
Supervisor: Dr Colin Reddy 
Email: creddy@uj.ac.za 
Mobile: 
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Date:……………………….. 
Abbreviations used: 
FDI: Foreign Direct Investment 
MNEs: Multi-national enterprises 
 
 
 
 
 
Section 1: Demographics  (Kindly indicate a ‘yes’ with an ‘x’ in the boxes provided) 
My gender is:                              Male      X                                                                                               Female          
 
Age in yrs. Up to 35 : 36 - 40 : 41 - 45 : 46 – 50 : 51-55 : 56-60 : 60+  
My highest qualification is Matric  Certificate  Diploma  First degree   Second+ degree X 
My profession/ training is largely in:    Accountancy   Management     Marketing            Strategy    
x 
My experience in cross-border 
strategic planning is:  
Less than 1yr 
 
1 to 5 yrs. 
 
6 to 10 
yrs.  
11 to 15 
yrs.  
Over 15 
yrs.  x 
                                                                                               
 I am involved at this level: Professional 
 
Expert  
 
Junior 
mgmt.  
Middle 
mgmt.  
Senior 
mgmt.  X 
 
Section 2: Internationalisation theories 
(Please answer the following questions by placing an ‘x’ in your selected box) 
 
 
Please read through the questions 1 to 4 below before 
selecting your response for each question 
St
ro
ng
ly
 d
is
ag
re
e 
(1
) 
D
is
ag
re
e 
 (2
) 
 N
ot
 s
ur
e 
(3
) 
 Ag
re
e 
(4
) 
St
ro
ng
ly
 A
gr
ee
 (5
) 
1.  Our FDI decisions are largely influenced by a gradual 
acquisition, integration and use of knowledge about 
foreign markets 
 
2.  Our FDI decisions are largely influenced by issues of cost 
and control, i.e. choosing between wholly-owned 
subsidiary, a joint venture, or a non-equity arrangement 
such as licensing or a contractual joint venture. 
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3.  Our FDI decisions are largely influenced by our company 
-specific competitive advantages, host country locational 
attractions and whether we will want to own the 
investment 100% or not. 
 
4.  Our FDI decisions are largely influenced by the nature of 
the product we wish to first trade across the border. 
 
 
 
 
 
 
 
 
Section 3: FDI Determinants   
(Please answer the following questions by placing an ‘x’ in your selected box) 
Social-economic 
  
  
St
ro
ng
ly
 d
is
ag
re
e 
(1
) 
 D
is
ag
re
e 
(2
) 
N
ot
 s
ur
e 
(3
) 
 Ag
re
e 
(4
) 
 St
ro
ng
ly
 A
gr
ee
 (5
) 
 
5.  Our entry into foreign markets is also influenced by higher 
income among potential customers in the domestic 
market. 
 
6.  The ease of entrepreneurial start-ups in a host country 
attracts us to invest in that country. 
 
7.  Our FDI into that host country was a result of South Africa 
services that have been exported to that host country. 
 
8.  The instability of socio-economic variables of a host 
country deter us significantly from investing in that country.  
 
9.  Our cross-border investment thought process is guided by 
the size of market; the larger the market the more attractive 
it is. 
 
10.  Our cross-border investment thought process is guided by 
the need to serve the host country market, and not 
worldwide. 
 
11.  The host market growth rate is a major determinant in our 
cross-border investment decisions.  
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12.  This organisation would not hesitate to pull plans if 
corruption is found to be rampant in an otherwise attractive 
host country. 
 
 FDI Determinants – Institutional 
framework 
 
13.  The robustness of the institutional framework of a host 
country plays a major part in our investment decisions. 
 
14.  Investment plans in this organisation are influenced by the 
level of political stability in the host country. 
 
15.  When choosing a host country, research culture with 
respect to universities and national laboratories play a role 
in our planning. 
 
16.  Infrastructure availability is one of our major concerns 
when choosing to invest in Africa. 
 
17.  The quality of the host country legal system has no major 
influence on our investment decision.   
 
18.  We follow where other South African FDI is also present. 
 
19.  Availability of natural resources indicate how rich a host 
country is. This factor plays a major role in deciding us 
where to invest.  
 
20.  This company always factors in concerns about the nature 
of communication and transportation infrastructure when 
making cross-border investment decisions.  
 
21.  Regulatory burden in host countries is a major concern 
when choosing a host country for our cross-border 
investment. 
 
 FDI Determinants – Macroeconomic  
22.  When considering a foreign market, economics factors are 
more significant than institutional and political factors in 
this organisation. 
 
23.  Market size as measured by real GDP is the most 
significant factor in our investment considerations. 
 
24.  Trade openness across the economy is a major pull factor 
in our decisions. 
 
25.  The rule of law is fundamental in our cross-border 
investment decisions. 
 
26.  We consider to what extent the regulatory and governance 
systems are participatory in the host countries. 
 
27.  Policy predictability is fundamental in our planning for host 
country entry. 
 
28.  Excessive budget deficits have in the past caused us to 
pull plans on an otherwise attractive host country. 
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29.  Public office accountability is a significant consideration in 
planning for a foreign home for our investment. 
 
 FDI Determinants–Business 
Environment 
 
30.  High crime rates deter us from investing in a particular host 
country. 
 
31.  The presence of a sizeable unofficial economy or black 
market is of significant deterrence to our FDI plans. 
 
32.  We have pulled plans in the past on host countries that do 
not have sound legal protection for minority shareholder. 
 
33.  Bureaucratic delays in establishing business in host 
countries scamper our investment plans. 
 
34.  The level of taxes, whether direct or indirect affect our 
investment decisions negatively.  
 
35.  Registration and protection of innovations, patents and 
R&D in host country is vital in our cross-border decisions. 
 
36.  Corporate governance significantly decides us. 
 
37.  We have engaged in FDI to primarily seek resources. 
 
38.  We have engaged in FDI to primarily seek markets. 
 
39.  We have engaged in FDI to primarily seek efficiency. 
 
40.  Host countries with complicated employee dismissal 
practices deter us from investing in them. 
 
 FDI Determinants–Country governance  
41.  This organisation regards political risk as a deterrent to our 
investment when considering which host country to invest 
in. 
 
42.  Failure of governments will always scamper our FDI plans. 
 
43.  We believe a host government must just 
provide a conducive investment climate for 
investors, no need to directly participate in 
projects on the ground. 
 
44.  Our corporate values do not allow us to invest in host 
countries that have a history of failed governments. 
 
45.  Culture clash of the host country has a 
strong bearing on our decision to enter or 
not to enter a host country. 
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46.  High levels of corruption are a major 
deterrent in our efforts to enter foreign 
markets.  
 
47.  In this organisation, political risk is a threat 
to foreign investment. 
 
48.  Attitude of our home country (South Africa) towards the 
host country significantly influences our final investment 
host country.   
 
 
 
 
 
 
Section 4: Internationalisation of service organisations 
(Please indicate your best response by placing an ‘x’ in your selected box) 
  
  
Tr
ue
    
Fa
ls
e   
N
ot
 s
ur
e 
 
49.  Strategies and modes of entry for internationalisation of 
service organisations are different from those of 
manufacturing firms.  
   
50.  Our experience is that availability of critical knowledge in the 
host country is crucial for our success there. 
   
51.  The decision to engage in FDI by our organisation has largely 
to do with taking advantage of market imperfections in the 
host country. 
   
52.  Service organisations require to customise their service 
offering in the host country in order to be successful there. 
There is no such thing as homogeneous service. 
   
53.  Belonging to a particular sector supported by the SA 
government has enabled our company to be able to engage 
in FDI in this host country we are in.  
   
54.  The multidisciplinary of service organisations often enables 
them to better spot opportunities for global integration and 
consequential FDI. 
   
55.  Our company as a South African service MNE has used 
innovative capabilities to enter foreign markets more than 
anything else.  
   
56.  Saturation of the SA domestic markets have caused us to 
engage into FDI. 
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57.  We are very much concerned about reputation when we 
present our service offering in host countries under FDI. 
   
58.  Our organisation would not have engaged in FDI if we didn’t 
have our clients engaging in FDI and cross-border 
transactions. 
   
59.  As a pointer to FDI, we have used export services to a 
minimum, otherwise we have directly engaged in FDI. 
   
60.  Domestic industry deregulation policies have largely led us 
to enter new markets as FDI. 
   
 
Should you wish to add some comments, please use the lines below: 
………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………… 
 
Thank you for your contribution towards this academic study 
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ANNEXURE 3: THE INTERVIEW GUIDE 
 
Research Topic: Internationalisation Strategy: South African Service Firms Venturing into 
Africa 
 
Date: ........................................................... 
 
Opt-out statement: Explain on the onset of interview that interviewee has the right to stop 
the interview during its currency or after and request full rejection of the interview with or 
without explanation.  
 
 
Organisation........................................... 
 
1. What are your experiences of leading/ being involved in strategic decisions for 
internationalisation in this organisation? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
2. When making your FDI decisions, what factors do you consider the most?   
................................................................................................................................................
................................................................................................................................................
.............................................. 
3. Do you consider your full product offering in your internationalisation decisions? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
4. What are the most considered internationalisation factors that you have seen in your career? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
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5. How do you deal with corruption if found in countries you are considering entering? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
6. How do you deal with political instability in host countries you are considering entering? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
7. Robust legal framework in Africa is a challenge. How do you deal with it? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
8. Infrastructure availability is one of our major challenges? Kindly comment how this affects 
your internationalisation decision? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
9. Regulatory challenges in Africa are high? How have you seen this being dealt with in your 
experience? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
10. Corruption in Africa sometimes leads to closed industries. Kindly explain how you dealt with 
lack of trade openness in your decisions. 
................................................................................................................................................
................................................................................................................................................
.............................................. 
11. To what extend does policy predictability affect our FDI decisions?  
................................................................................................................................................
................................................................................................................................................
.............................................. 
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12. And excessive budget deficits? To what extend do they affect your decisions? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
13. Drawing from your experience, how different are service organisation entry strategies to 
those of manufacturing organisations? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
14. As a service organisation, what has worked for you most in entering host countries? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
15. How has domestic industry deregulation assisted you in your FDI decisions, if at all? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
16. What nature of support have you received from the SA government? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
17. What role is played by your organisational values and ethics in your FDI decisions? 
................................................................................................................................................
................................................................................................................................................
.............................................. 
 
Thank you. End of interview 
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ANNEXURE 4: THE SCREE PLOTS 
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RQ4: FDI decisions are largely influenced by the nature of the product we wish to first trade 
across the border. 
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ANNEXURE 5: ASPECTS OF DEMOGRAPHICS 
 
Table A5.1: Distribution by gender  
Sum score Distribution by Gender  
Gender Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Male Mean 15.00 27.79 33.04 32.92 42.63 28.79 52.33 
N 24 24 24 24 24 24 24 
Std. Deviation 2.766 4.736 2.440 3.243 4.985 5.209 1.810 
Female Mean 15.14 27.36 32.79 30.36 42.93 31.36 52.43 
N 14 14 14 14 14 14 14 
Std. Deviation 2.627 4.413 3.093 5.344 4.358 5.138 2.065 
 
Table A5.2 Distribution by age group 
Sum score Distribution by Age Group  
Age Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
(<35] Mean 16.20 24.80 31.20 31.80 42.00 29.40 52.00 
N 5 5 5 5 5 5 5 
Std. Deviation 2.588 4.207 2.950 2.950 6.964 4.336 1.581 
[36-40] Mean 14.50 28.50 33.00 34.00 43.75 31.25 52.75 
N 4 4 4 4 4 4 4 
Std. Deviation 2.380 6.137 2.944 1.826 4.924 1.500 2.062 
[41-45] Mean 13.40 26.00 31.80 30.40 41.80 30.00 52.20 
N 5 5 5 5 5 5 5 
Std. Deviation 1.342 2.000 2.588 5.550 5.718 6.745 2.168 
[46-50] Mean 16.43 27.43 34.29 33.71 43.00 28.57 51.71 
N 7 7 7 7 7 7 7 
Std. Deviation 2.760 4.685 2.752 2.138 4.000 5.827 2.059 
[51-55] Mean 14.00 28.50 33.17 29.83 43.17 30.67 53.17 
N 6 6 6 6 6 6 6 
Std. Deviation 1.897 4.370 2.563 6.940 5.115 6.314 1.329 
[56-60] Mean 15.17 30.67 33.67 33.67 43.00 26.50 52.67 
N 6 6 6 6 6 6 6 
Std. Deviation 3.817 5.465 1.211 1.033 4.099 6.221 1.966 
[60+) Mean 15.20 27.00 32.80 30.20 42.40 33.00 52.20 
N 5 5 5 5 5 5 5 
Std. Deviation 3.033 4.359 3.564 5.450 4.930 2.449 2.588 
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Table A5.3 Distribution by profession 
Sum score Distribution by Profession  
Profession Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Accountancy Mean 14.00 24.75 31.75 32.50 41.50 29.00 51.00 
N 4 4 4 4 4 4 4 
Std. 
Deviation 
1.633 2.217 2.630 2.082 3.873 6.976 2.160 
Management Mean 14.67 27.89 33.11 30.44 42.44 29.56 52.78 
N 9 9 9 9 9 9 9 
Std. 
Deviation 
2.550 4.256 2.205 5.940 6.346 5.747 1.302 
Marketing Mean 14.83 27.00 32.17 32.67 43.17 28.83 52.83 
N 12 12 12 12 12 12 12 
Std. 
Deviation 
2.887 4.729 3.040 3.869 5.096 5.654 1.697 
Strategy Mean 15.85 28.92 33.92 32.23 42.92 30.92 52.08 
N 13 13 13 13 13 13 13 
Std. 
Deviation 
2.882 5.041 2.499 3.898 3.616 4.406 2.216 
 
 
 
Table A5.4 Distribution by experience 
Sum score Distribution by Experience  
Experience Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
(<1) Mean 13.86 27.57 33.14 31.86 43.71 30.43 52.57 
N 7 7 7 7 7 7 7 
Std. Deviation 1.773 4.541 2.410 5.178 5.155 5.623 1.988 
[1-5] Mean 15.39 27.74 33.17 31.65 42.48 29.22 52.30 
N 23 23 23 23 23 23 23 
Std. Deviation 2.840 4.545 2.552 4.648 4.823 5.689 1.845 
[6-10] Mean 15.50 26.67 32.33 33.17 42.83 30.00 52.33 
N 6 6 6 6 6 6 6 
Std. Deviation 3.017 4.367 3.777 2.137 5.269 4.427 1.966 
[11-15] Mean 12.00 36.00 33.00 33.00 42.00 33.00 55.00 
N 1 1 1 1 1 1 1 
Std. Deviation . . . . . . . 
(15+) Mean 16.00 23.00 30.00 32.00 42.00 32.00 50.00 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
127 
 
N 1 1 1 1 1 1 1 
Std. Deviation . . . . . . . 
 
 
 
Table A5.5 Distribution by career 
Sum score Distribution by Career  
Career Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Professional Mean 13.50 24.00 33.00 32.50 48.00 32.50 51.00 
N 2 2 2 2 2 2 2 
Std. 
Deviation 
.707 .000 1.414 3.536 4.243 3.536 2.828 
Expert Mean 15.15 26.92 33.31 30.77 42.69 28.92 52.15 
N 13 13 13 13 13 13 13 
Std. 
Deviation 
2.544 3.499 2.720 5.790 4.442 6.788 1.772 
Junior Man Mean 14.92 27.92 32.85 32.38 43.31 29.54 52.15 
N 13 13 13 13 13 13 13 
Std. 
Deviation 
2.783 4.890 2.267 3.776 4.535 5.270 1.951 
Middleman Mean 15.50 29.00 32.67 32.67 39.17 31.33 53.83 
N 6 6 6 6 6 6 6 
Std. 
Deviation 
3.146 5.797 4.320 3.141 4.579 1.506 1.169 
Senior Man Mean 15.25 28.75 32.50 33.25 43.75 29.25 52.25 
N 4 4 4 4 4 4 4 
Std. 
Deviation 
3.594 6.292 2.082 1.258 4.924 4.992 2.217 
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ANNEXURE 6: ANOVA 
 
Table A6. Kruskal Wallis test  
Test Statisticsa,b 
 Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Chi-Square .094 .001 .002 2.769 .068 3.438 .069 
Df 1 1 1 1 1 1 1 
Asymp. Sig. .759 .975 .963 .046 .794 .064 .793 
a. Kruskal Wallis Test 
b. Grouping Variable: Gender 
 
Test Statisticsa,b 
 Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Chi-Square 6.005 5.693 5.022 5.204 .186 4.074 2.338 
Df 6 6 6 6 6 6 6 
Asymp. Sig. .423 .458 .541 .518 1.000 .667 .886 
a. Kruskal Wallis Test 
b. Grouping Variable: Age 
 
Test Statisticsa,b 
 Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Chi-Square 4.755 1.360 7.867 .206 1.295 .171 .768 
Df 3 3 3 3 3 3 3 
Asymp. Sig. .191 .715 .049 .977 .730 .982 .857 
a. Kruskal Wallis Test 
b. Grouping Variable: Qualification 
 
Test Statisticsa,b 
 Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Chi-Square 1.847 2.608 3.072 .608 .183 1.205 3.098 
Df 3 3 3 3 3 3 3 
Asymp. Sig. .605 .456 .381 .895 .980 .752 .377 
a. Kruskal Wallis Test 
b. Grouping Variable: Profession 
 
 
 
 
Internationalisation Strategy: South African Service Firms Venturing into Africa 
 
129 
 
Test Statisticsa,b 
 Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Chi-Square 3.873 4.826 1.415 .851 .468 1.109 3.948 
df 4 4 4 4 4 4 4 
Asymp. Sig. .424 .306 .842 .932 .977 .893 .413 
a. Kruskal Wallis Test 
b. Grouping Variable: Experience 
 
Test Statisticsa,b 
 Sumsc_1 Sumsc_2 Sumsc_3 Sumsc_4 Sumsc_5 Sumsc_6 Sumsc_7 
Chi-Square .898 1.513 .679 .149 5.853 .485 5.144 
df 4 4 4 4 4 4 4 
Asymp. Sig. .925 .824 .954 .997 .210 .975 .273 
a. Kruskal Wallis Test 
b. Grouping Variable: Career 
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ANNEXURE 7: CROSS TABULATIONS OF DEMOGRAPHICS VARIABLES 
 
Chi-Square Tests (Experience vs Career) 
 Value df Asymp. Sig. (2-sided) 
Pearson Chi-Square 42.484a 16 .000 
Likelihood Ratio 39.698 16 .001 
Linear-by-Linear Association 16.845 1 .000 
N of Valid Cases 38   
a. 23 cells (92.0%) have expected count less than 5. The minimum expected count is .05. 
 
Chi-Square Tests ( Qualification vs Career) 
 Value df Asymp. Sig. (2-sided) 
Pearson Chi-Square 17.947a 12 .017 
Likelihood Ratio 20.548 12 .057 
Linear-by-Linear Association 2.792 1 .095 
N of Valid Cases 38   
a. 20 cells (100.0%) have expected count less than 5. The minimum expected count is .16. 
Cross tabulations: Experience vs Career and Qualification vs Career 
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ANNEXURE 8: REGRESSION RESULTS 
 
Table A8.1 Regressions results  
Coefficients 
Model 
Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. 
95.0% Confidence Interval for B 
B Std. Error Beta 
Lower 
Bound 
Upper Bound 
1 (Constant) 25.903 15.163  1.708 .098 -5.022 56.828 
Sumsc_2 .023 .148 .038 .152 .880 -.280 .325 
Sumsc_3 .514 .195 .510 2.637 .013 .116 .912 
Sumsc_4 -.049 .108 -.078 -.456 .651 -.269 .171 
Sumsc_5 -.125 .098 -.220 -1.280 .210 -.325 .074 
Sumsc_6 -.032 .092 -.063 -.352 .728 -.220 .155 
Sumsc_7 -.392 .287 -.275 -1.364 .182 -.978 .194 
a. Dependent Variable: Sumsc_1 
 
Table A8.2 Principal Components output 
Total Variance Explained 
Component 
Initial Eigenvalues Extraction Sums of Squared Loadings 
Total % of Variance Cumulative % Total % of Variance Cumulative % 
1 2.289 32.707 32.707 2.289 32.707 32.707 
2 1.689 24.126 56.833 1.689 24.126 56.833 
3 1.286 18.367 75.200 1.286 18.367 75.200 
4 .822 11.749 86.949    
5 .399 5.696 92.645    
6 .350 4.998 97.643    
7 .165 2.357 100.000    
Extraction Method: Principal Component Analysis. 
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Figure A8.3: Latent variables 
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